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Lidttortal Comment 


MEMBER of The Controllers Institute of Amer- 

ica recently asked the question, “How can The 

Institute expand, become a greater organization, of 

even more usefulness than in the past to its mem- 

bers?”” One need not look far for the answer. A 

part of it is contained in this issue of THE CON- 
TROLLER. 

It may be noted first that The Institute has been 
expanding regularly and at a fairly rapid rate ever 
since it was formed, late in 1931. Its original thirty 
members have grown to nearly thirteen hundred. 
Forty new members were elected in November. 
Their names appear on another page. During these 
eight years, while expansion has been taking place, 
there has been a careful application of The Insti- 
tute’s rigid rules of eligibility with the result that a 
body of men with high technical attainments, proved 
ability and qualities of leadership has been assem- 
bled which compares favorably with any group of 
technical and professional men—an organization 
which has demonstrated its effectiveness in control- 
lership matters on many occasions. 

Another form of expansion which has been tak- 
ing place continuously is the widening of the scope 
of the work performed by The Institute—of the 
subjects studied, of the reports issued, of the coop- 
eration with governmental agencies and other tech- 
nical and professional bodies. Evidence of this is 


found in the index in this issue, of subjects treated in 
THE CONTROLLER during 1939, many of wnich deal 
with activities of The Institute. 

It is by constantly widening the number and scope 
of studies made, of controllership matters, that The 
Institute can expand to best advantage and become 
of even greater usefulness to not only its members, 
but to controllership generally, and to American 
business. Comparison is invited, of the index pub- 
lished in this issue with those which appeared in 
earlier years. 

December marks the completion of The Insti- 
tute’s eighth year of existence. It finds the organiza- 
tion with many matters in hand which are of great 
importance to this calling, matters which are 
being carried out with great care and deliberation 
and with due regard to the best interests of con- 
trollership. The committees of The Institute and 
its officers and directors are giving liberally of their 
time in the handling of these matters in a public 
spirited manner, as they have since formation of 
the organization. Conservatism, yet positive han- 
dling, mark the deliberations and decisions of its 
members. Controllers generally agree that matters 
affecting their calling are in safe hands. Continu- 
ance of these methods of operation will spell ex- 
pansion, growth, and greater usefulness through 
the years. 
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Provisions of Social Security Act 


As Amended 


By James T. Langston 


Tax Attorney for Kansas City Life Insurance Company 


The subject assigned to me for dis- 
cussion is the Social Security Act 
Amendments of 1939. The original 
Social Security Act was approved and 
became law on August 14, 1935. On 
February 10, 1939, the taxing pro- 
visions of the Social Security Act were 
codified in the new Internal Revenue 
Code. The taxing provisions, originally 
Titles 8 and 9 of the Social Security 
Act, are now contained in Chapter 9 
of the Internal Revenue Code. 

The Social Security Act’s amend- 
ments of 1939 enact into law many, 
though not all, of the changes pro- 
posed by the Advisory Counsel on 
Social Security and by the Social Se- 
curity Board. The Act as amended pro- 
vides for (1) grants to the states for 
old-age assistance, Title I of the Act; 
(2) old age and survivor insurance 
benefits, Title II of the Act, and the 
Federal Insurance Contribution Act 
(formerly Title VIII of the Act) ; 
(3) unemployment insurance, Title 
III of the Act, and the Federal Unem- 
ployment Tax Act (formerly part of 
Title IX of the Act); and (4) various 
grants-in-aid to the states for depend- 
ent and crippled children, disabled 
and blind persons, and for other wel- 
fare projects. 

Some idea of the scope of the Social 
Security Act Amendments of 1939 
may be gathered from the fact that the 
amendments to the law are approxi- 
mately one and one-half times the 
length of the original Act. 

Old-age insurance, unemployment 
compensation and public assistance are 
now accepted as permanent in our 
system of social service. 

The number of aged persons in our 
population is steadily growing. In 
1900 there were only 3,080,000 per- 
sons 65 years of age and over, repre- 
senting 4.1 per cent. of the population. 
This figure reached 6,634,000, or 5.4 
per cent., in 1930, and it is estimated 


there are about 8,200,000, or 6.3 per 
cent., at the present time. Recent esti- 
mates indicate that by 1980 (40 years 
hence) we may have over 22,000,000 
persons 65 years old and over, repre- 
senting 14 to 16 per cent. of the total 
population. 


PuBLIC ASSISTANCE 


Federal Grants after January 1, 1940 

Under the prior law the Federal 
Government reimbursed the states for 
50 per cent. of their assistance pay- 
ments to the needy aged up to a maxi- 
mum of $30 a month for each person 
aided. This means that the Federal 
government does not pay more than 
$15 toward the assistance provided 
any aged person in any month. Under 
the amended law the Federal grant is 





| ONTROLLERS and the tax 
and soctal security depart- 
| ments under their jurisdiction have 
| been busy since August, analyzing 
| the provisions of the Social Secur- 
ity Act as amended on August 10, 
1939, by Congress. The amended 
act is a complicated affair setting | 
up an involved procedure, partic- | 
ularly in the case of old-age bene- | 
fits provisions, for determining 
what is due the worker, and when, 
and what the employer must do 





about it. | 

Much light is thrown on the 
problems involved by the analysis 
which Mr. LANGSTON made of 
the amendments and of their ef- 
fect. The paper was presented be- | 
fore the Kansas City Control of | 
THE CONTROLLERS INSTITUTE OF 
AMERICA on September 11, 1939. 
It will be of timely assistance to | 
| controllers. | 
| —THE Epiror. | 








| | 
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increased to $20. This amendment will 
allow the states to liberalize their 
grants to needy aged persons if they 
so desire. 

For dependent children the Federal 
Government will match one-half of 
the state payments for assistance up 
to $18 per month for the first depend- 
ent child in a family, and $12 for each 
additional child in the same family. 
If a child is attending school the age 
limitation has been raised from 16 to 
18 years. The Federal matching grants 
in this case were raised from one-third 
to one-half. 

Under the welfare provisions Fed- 
eral appropriations for grants to states 
were materially increased. Maternal 
and child health was raised from $3,- 
800,000 a year to $5,820,000, increase 
$2,020,000. Services for crippled chil- 
dren, raised from $2,850,000 per year 
to $3,870,000, increase $1,020,000. 
Vocational rehabilitation raised from 
$1,938,000 a year to $3,500,000, in- 
crease $1,562,000. Public health raised 
from $8,000,000 a year to $11,000,000, 
increase $3,000,000. 


UNEMPLOYMENT COMPENSATION 


A tax on employers of eight or more 
for unemployment compensation pur- 
poses was originally imposed by Title 
IX of the Social Security Act. The law 
is now found in sub-chapter “C”’ of 
chapter 9 of the Internal Revenue 
Code. The Social Security Act Amend- 
ments of 1939 made no alteration in 
the basic constitution of this Federal- 
State system of unemployment com- 
pensation. The Federal law still pro- 
vides for a uniform tax payable by 
the employer regardless of whether the 
state in which he operates has an un- 
employment law. 

Beginning January 1, 1939 the tax 
base is changed from ‘wages payable’ 
to ‘wages paid.” Wages are consid- 
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ered paid when they are actually paid, 
that is, credited to the account of, or 
set apart for, the wage earner so that 
they may be drawn upon by him at any 
time although not then actually re- 
duced to possession. 

Beginning January 1, 1940, com- 
pensation taxes are limited under the 
amended law to the first $3,000 of 
annual wages paid by the employer 
to his employee. The original law 
taxed total wages ‘“‘payable’’ without 
limitations. This amendment makes 
the tax base for unemployment com- 
pensation the same as for old age in- 
surance. 

The definition of the term “wages” 
has been amended and effective Janu- 
ary 1, 1940, payments made by an 
employer to or on behalf of an em- 
ployee or former employee, under a 
plan or system provided for retirement 
benefits (including pensions), or dis- 
ability benefits (including medical and 
hospitalization expenses) are excluded 
from the term wages. 

The amended law also provides that 
dismissal wage payments which the 
employer is not legally obligated to 
make are excluded from the tax base. 

For 1939 and thereafter an em- 
ployer may credit against his Federal 
tax for the calendar year, contributions 
which he is required to pay, and which 
he actually pays, under a state law (ap- 
proved by the Social Security Board), 
on, as well as before the due date of 
the Federal return (January 31, unless 
extention is granted). This credit is 
limited to 90 per cent. of the Federal 
tax. Prior to amendment, such credit 
was not allowed unless the contribu- 
tions were paid to the state before the 
due date for filing of the Federal re- 
turn. 

Credit is also allowed for state con- 
tributions paid after the due date of 
the Federal return but on or before 
June 30 next following the due date. 
This credit is limited to 81 per cent. 
of the Federal tax. 

Provision is made for refund of 
Federal tax for years 1936, 1937 and 
1938 in those cases where the em- 
ployer failed to receive credit for state 
payments for such years because his 
state payments were not made before 
the due date for filing the Federal re- 
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turns. These state payments (if not 
already paid) had to be made to the 
State Unemployment Authorities be- 
fore October 9, 1939, if the employer 
wished to take advantage of the refund 
opportunity. 


COVERAGE UNDER UNEMPLOYMENT 
COMPENSATION ACT 


Effective January 1, 1940, certain 
amendments are made in connection 
with coverage under the unemploy- 
ment compensation act. 

Under the law prior to amendment, 
services performed in employ of the 
United States or of an instrumentality 
of the United States were exempt. 
Thus national banks, state banks which 
are members of the Federal Reserve 
System, and members of the Federal 
Home Loan Bank system, such as build- 
ing and loan associations, savings and 
loan associations, cooperative banks, 
and the like, were held to be exempt 
from the tax, as instrumentalities of 
the United States. Under the amended 
law the exemption of services per- 
formed in the employ of the United 
States is continued but the exemption 
of Federal instrumentalities is greatly 
restricted. For example, service by em- 
ployees in national banks and building 
and loan associations will be taxable. 

On the other hand certain services 
are now excluded under the amended 
law—services where the remuneration 
is nominal, and for voluntary fraternal 
and beneficiary associations: for schools 
and colleges by regular students, and 
for hospitals by internes and nurses in 
training. Family employment, for son, 
daughter or spouse, or for a parent if 
the worker is under 21; services by in- 
surance agents and services by news- 
boys under 18. 


Op AGE BENEFITS 


Under the original law monthly 
benefits were payable to workers who 
qualify as of January 1, 1942. For 
insured workers who failed to meet 
the eligibility requirements lump sum 
payments were provided, and this was 
also true when a worker died. 

Under the amended law monthly 
benefits are provided payable to work- 
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ers who qualify as of January 1, 1940, 
and supplementary monthly benefits 
for aged wives and dependent children 
of such annuitants. Monthly sur- 
vivor’s benefits for widows and de- 
pendent children or for aged depend- 
ent parents of workers who die are 
available, and when a deceased worker 
leaves no survivor entitled to monthly 
benefits a lump sum death payment is 
made. 


Stop DATE AT AGE 65 


Under the original law wages 
earned after 65 were not taxable and 
not counted toward benefits, whereas 
under the amended law the “‘stop- 
date” at age 65 is removed. The ef- 
fective date is January 1, 1939, for 
this change and wages paid to workers 
over 65 are taxable for 1939 and sub- 
sequent years. It follows therefore that 
workers reaching 65 before 1940 now 
have an opportunity to qualify for 
monthly benefits. Those who have al- 
ready received lump sum payments 
may have their accounts reopened and 
may still qualify for monthly benefits, 
the amount of the lump sum already 
paid being deducted from the monthly 
benefits. 

In most cases the total which such 
workers will receive will be much 
larger than under the original plan. 
For example: A man regularly earning 
$75 a month who became 65 Decem- 
ber 31, 1938, would receive a life- 
time monthly benefit of $23.18 begin- 
ning January 1, 1940, providing he 
retires on that date. Supplementary 
monthly benefits of $11.59 would be 
payable to his wife if or when she is 
65 years of age, the total monthly pay- 
ment for retired worker and wife be- 
ing $34.77, whereas under the original 
law they would have received one 
lump-sum payment of $63. 


FORMULA FOR DETERMINING 
WorKERS MONTHLY OLD-AGE 
BENEFITS 


Under the original law the monthly 
benefit was computed by first obtain- 
ing the total wages received in covered 
employment before reaching age 65, 
and then computing one-half of 1 per 
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cent. of the first $3,000 of total wages, 
plus one-twelfth of 1 per cent. of the 
next $42,000, plus one-twenty-fourth 
of 1 per cent. of the remainder. 

Under the new plan. the monthly 
benefit is computed on an average 
monthly wage, by taking 40 per cent. 
of the first $50 of the said average 
monthly wage, plus 10 per cent. of the 
next $200 of the average monthly 
wage, plus 1 per cent. increase on this 
amount for each year in which he 
earned at least $200 in covered em- 
ployment. 

ExAMPLE: A worker who has been 
receiving $100 a month in covered em- 
ployment regularly since 1936 reaches 
age 65 and retires in January, 1942. 
He has 5 years of coverage and total 
wages of $6,000. 

Under the old law he would have 
received a monthly benefit of $17.50 
(4 of 1 per cent. of $3,000 being 
$15, plus one-twelfth of 1 per cent. 
of the $3,000 balance or $2.50, total 
$17.50), whereas under the new plan 
he will receive a monthly benefit of 
$26.25 (40 per cent. of $50 being 
$20, plus 10 per cent. of the balance 
of $50, $5, plus 5 per cent. of this 
total pension of $25, being $1.25 ad- 
ditional, in all $26.25). 


MINIMUM REQUIREMENTS TO RE- 
CEIVE A MONTHLY OLD-AGE BENEFIT 


Under the original law the worker 
must have reached age 65, not be 
regularly working in covered employ- 
ment, and have earned at least $2,000 
from covered employment after 1936 
and before reaching 65 and have 
worked in such employment at some 
time during five different calendar 
years; whereas under the new plan 
the worker must have reached 65, not 
be working in covered employment 
(but earnings of $15 a month or less 
do not count as working), and be fully 
insured. A person is fully insured if 
he has half as many quarters of cover- 
age as there are quarters elapsing 
after 1936 (or his 21st birthday, if 
later) and before he attained age 65 
(or died prior to 65) and in no case 
less than 6 quarters of coverage. A 
quarter of coverage is defined by the 
law as a calendar quarter in which an 
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individual earned at least $50. In 
addition, an individual who has 40 
quarters of coverage is fully insured 
regardless of whether he earned any 
wages thereafter. 

In meeting this requirement, fully 
insured individual, quarters of cover- 
age are counted though occurring after 
the individual is 65 years of age. 

An individual, under the new plan, 
who does not meet the requirements 
of a ‘‘fully insured” individual is how- 
ever “currently insured’ and survivor's 
benefits will be payable provided he 
has had wages paid him of $50 or 
more in at least 6 of the 12 calendar 
quarters immediately preceding the 
quarter in which he died. 


SUPPLEMENTAL BENEFITS 


The new plan provides a supple- 
mental benefit of one-half the work- 
er’'s own benefit for (1) his wife at 
age 65 or over (unless she, in her own 
right has a monthly old-age benefit as 
large or larger than this supplement) 
and (2) for unmarried dependent 
children under 18 years of age. 

Example: On a fully insured 
worker who made $100 per month for 
five years under the Social Security 
law. 


For one dependent—wife or child: 
Worker’s benefit........ $26.25 
Supplementary benefit... 13.12 





Total monthly payment. . $39.75 


For two dependents—wife and one 
child or two children: 
Worker’s benefit........ $26.25 
Supplementary benefit ... 26.25 





Total ‘benelt........... $52.50 
No supplementary benefits were 
available under the original act. 


SuRVIVOR’S BENEFITS 


Monthly benefits with respect to 
qualified workers dying after 1939 
will be paid to a widow, 65 years of 
age or over, in the sum of three- 
fourths of the deceased worker's bene- 
fit; widow with dependent children 
in her care, three-fourths of deceased 
worker’s benefit; each unmarried de- 
pendent child under 18 years of age, 








one-half of deceased worker’s benefit; 

and each dependent parent, 65 or over, 

if there is no widow or dependent 

child, one-half of worker’s benefit. 
An example of this would be: 


Widow if 65 or if caring 
for dependent children. $19.69 
Dependent child........ 13.12 
Dependent parent....... 13.12 
The above being figured on an aver- 
age wage of $100 and 5 years cover- 
age. 


Lump SuM BENEFIT 


Under the new plan lump sum 
death benefit up to six times the 
monthly benefit rate will be paid, but 
only in cases when the worker leaves 
no survivor entitled to monthly bene- 
fits. Under the original law death bene- 
fits equal to 314 per cent. ($35 per 
thousand) of total accumulated wages, 
was paid to relatives or the estate of 
the deceased worker. An example of 
this in the case of a worker earning 
$100 per month for 5 years under the 
old law would be $210 (6 X $35) 
and under the new plan $157.50 (6 X 
$26.25). 


MINIMUM MONTHLY BENEFITS 


Under the original law $10 was the 
minimum benefit paid to the worker 
in covered employment, and there were 
no supplementary or survivor's bene- 
fits. 

Under the new plan the minimum 
benefits are as follows: 


Single worker at retirement. .$10.00 
Retired worker and one depend- 


GES Suan oplreace wie aoe ead 15.00 
Retired worker and two or more 

eer ree 20.00 
Surviving widow age 65 or over 10.00 
Widow and one child........ 12.50 
Widow and two children.... 17.50 
Widow and three or more chil- 

“2 Ti) RO ae 2 ae Beneath a ne en 20.00 
One or two orphans......... 10.00 
Thee GRO... ck sete: 20.00 


One or both dependent parents 10.00 
MAXIMUM MONTHLY BENEFITS 
The maximum total of benefits pay- 


able with respect to an individual’s 
wages, if more than $20 per month 
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shall be the least of the three follow- 
ing amounts: 

Twice his monthly benefit rate, or 
80 per cent. of his average monthly 
wage, or $85. 

This takes the place of the pro- 
vision in the law prior to amendment 
limiting the monthly rate to $85. 

Example in a case where average 
monthly wage was $100 a month for 
five years: maximum total of all bene- 
fits $52.50 (twice his monthly benefit 
rate). 


TAX RATES 


Taxes are levied on both employer 
and employee in like amounts, and 
under the original law the rates were 
to be 1 per cent. for 1937, 1938 and 
1939, and increasing one-half of 1 
per cent. each three years until the 
maximum of 3 per cent. was reached 
in 1949. Under the new plan the tax 
rate has been frozen at 1 per cent. for 
1940, 1941 and 1942, but thereafter 
the old rates apply. 


INSURANCE FUND 


Under the original law an Old-Age 
Reserve Account was set up in the 
United States Treasury and appropria- 
tions to this account were made from 
time to time by Congress in required 
amounts in keeping with accepted ac- 
tuarial principles. The Fund was in- 
vested in Government obligations earn- 
ing interest at 3 per cent. 


Effective January 1, 1940, a Fed- 


eral old-age and survivors insurance 
trust fund is created in place of the 
Reserve Account, which is abolished. 
The trust fund is to be held by a 
board of trustees composed of the Sec- 
retary of the Treasury (designated as 
managing trustee), the Secretary of 
Labor, and the chairman of the Social 
Security Board. Amounts equivalent 
to 100 per cent. of the taxes received 
under the Federal Insurance Contribu- 
tions Act are permanently appropri- 
ated to the trust fund, and the old-age 
and survivor insurance benefits will 
be paid out of the fund. This new plan 
places the old age assistance features of 
the Act on a “‘pay as you go” basis. 
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CHANGES AFFECTING EMPLOYER 


Before closing this review of the 
amended Social Security Act, I should 
like to call your attention to several 
important administrative changes as 
affecting the employer. 

You will recall that under the 
amended act employees 65 years of age 
or over are no longer exempt under 
the old age benefit provisions of the 
act. This new provision is retroactive, 
and the effective date is January 1, 
1939. Tax must be paid on 1939 wages 
even though the employee became 65 
before such date and received a lump 
sum benefit under the act before the 
amendment abolishing such payments 
became effective. The change also af- 
fects those persons who became 65 
years of age before January 1, 1937, 
the date of the original law. Tax must 
be paid on such employees even though 
they were no longer in your employ on 
August 10 (the date of enactment of 
the amendment), for services per- 
formed subsequent to December 31, 
1938. 

Payment of this tax were to be made 
with the next regular quarterly return 
due after August 10, 1939. 

So much for the employer's tax, and 
now the liability of the employee must 
be considered. 

The employee (65 years old or 
over) is liable for tax on all taxable 
wages paid to him after December 31, 
1938. The employer, of course, must 
deduct this employee’s 1 per cent. old 
age benefit tax on wages paid after 
August 10, 1939, when such wages 
are paid. 

As to the wages paid during the 
period January 1, 1939, to August 10, 
1939, there appear to be two alter- 
natives. 

(1) Voluntary payment by the em- 
ployee in a lump sum, or an agree- 
ment with the employer that such tax 
be withheld from current wage pay- 
ments; or, 

(2) Deduction of the tax from the 
first wage payment made subsequent 
to November 8, 1939 (the ninetieth 
day after the enactment of the amend- 
ment) for on this date the employer 
becomes personally liable for the tax 
providing he has wages due the em- 
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ployee under his control on or after 
November 8. 

If the employee tax for 1939 is not 
deducted from the wages of an em- 
ployee 65 or over, an amount equal to 
the employee's tax without interest 
will be deducted from the employee's 
monthly benefits payable with respect 
to his wages. 


EMPLOYER Must FuRNISH RECEIPT 


Under the amended law a new sec- 
tion was added, dealing with furnish- 
ing a receipt to the employee. Under 
this section every employer is required 
to furnish each employee with a writ- 
ten statement, in a form suitable for 
retention by the employee, showing 
the taxable wages paid to the employee 
after December 31, 1939, for services 
rendered in his employ, and the amount 
of the employee old-age benefit tax 
imposed with respect to such wages. 

If the employer chooses, he may 
furnish a receipt to the employee at 
the time of each payment of wages, 
in lieu of a single statement covering 
quarterly wage payments. 

Each willful failure to furnish the 
receipt to the employee in the manner, 
at the time, and showing the informa- 
tion, required by the law, will subject 
the employer to a civil penalty not 
exceeding $5. So gentlemen I leave 
you with a threat! 





CHICAGO TO CONDUCT 
MID-WESTERN CONFERENCE 


The next Mid-Western Confer- 
ence of Controllers sponsored by The 
Controllers Institute of America will 
be held in April or May, 1940, in 
Chicago. 

The National Board of Directors 
of The Controllers Institute of Amer- 
ica formally tendered the Mid-West- 
ern Conference of 1940 to the 
Chicago Control. The directors of 
Chicago Control in a meeting held 
November 8 voted unanimously to 
accept responsibility for the Con- 
ference, and sent notice to that ef- 
fect to national headquarters of The 
Institute. 

President John A. Donaldson, of 
the Chicago Control, shortly will 
name a committee to have charge of 
arrangements. 


















Progress in Industrial Accounting 


By Roscoe Seybold 


Vice-President and Controller, Westinghouse Electric and Manufacturing Company 


The problems concerning the man- 
agement of industrial corporations to- 
day are quite different in character and 
intensity from the problems requiring 
their attention thirty—and even twenty 
—years ago. True, our purposes re- 
main the same; namely, to perform a 
useful service to mankind—to furnish 
employment to the many at a good liv- 
ing wage—and at the same time pro- 
duce a profit that, in turn, is disbursed 
in the form of dividends to those who 
have invested their wealth in our en- 
terprise—our stockholders. 

I can best illustrate my point of 
changed problems by reference to the 
industry with which I am most famil- 
iar—the electrical manufacturing in- 
dustry. Thirty years ago it was the 
problem of creating a demand for 
electrical products through an engi- 
neering application of the apparatus— 
proving to the prospective purchaser 
that electricity could be harnessed to 
turn the wheels of his industry more 
effectively and economically than meth- 
ods then in use; then to design and 
build the electrical apparatus to per- 
form this work. Competition as to 
engineering and price was not overly 
severe. The apparatus could be de- 
signed with liberal tolerances and 
safety factors and still meet current 
competition as to engineering per- 
formance and price. There seemed to 
be little difficulty in making a satis- 
factory profit so long as the volume 
was present to make fair use of the 
available production facilities. 

Accounting in those days was only 
that necessary to assure the accuracy 
of payrolls and other disbursements, 
care for the billing and collections cov- 
ering the goods delivered, furnish the 
necessary cost data for price determina- 
tions, and produce regular periodic 
balance sheets and profit and loss 
statements. But this was not particu- 
larly exacting. It was in 1913 that the 
Westinghouse Company first began the 
use of accounting as an aid to manage- 





ment by producing profit and loss state- 
ments by some half dozen lines of 
apparatus. 


FiGURES Dip Not DiscLosE REASONS 


I do not know how you have found 
it in your organizations, but in ours for 
many years accounting was considered 
a necessary evil—difficult to justify 
the expense. The operating depart- 
ments thought a mass of figures were 
collected, added together, and that 
was the result. It was felt that an 
accountant was inhuman, arbitrary, 
would not listen to reason; that the 
figures assembled were often inaccu- 
rate and that they misled management ; 
that the accountant was biased in his 
reasoning faculties (if he had any such 





| I T és indeed fortunate for Amer- 
ican industry that information 

such as that given in this paper is 
made available to all who may 
care to read it, and to make fur- 
ther inquiries. The Westinghouse 
Company makes it a point to share 
with others information concern- 
ing improved procedures which it 
works out. Its officers answer ques- 
tions freely. It is in accord with 
that principle that Mr. SEYBOLD 
discloses some of the advances in 
industrial accounting methods that 
have been evolved by his company 
in recent years. It is an extremely 
interesting presentation, and ex- 
ceptionally valuable. 

The paper was presented on Oc- 
tober 11 at a meeting in which the 
controllers in Rochester and vicin- 
ity invited their cost accountants 
to participate. Mr. SEYBOLD 
served as president of THE Con- 
TROLLERS INSTITUTE OF AMER- 
IcA during the fiscal year which 
closed early in October. 


—THE Epiror. 
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faculties). At the end of the year, often 
the figures assembled would show 
large inventory shortages or overages, 
but the figures gave no clue as to the 
reasons for these shortages or overages. 

The ‘‘good old times’ are no more. 
Competition has become much keener 
—competition in sales effort—compe- 
tition in design—competition in abil- 
ity to manufacture—competition in 
financing—competition in purchasing. 
Design tolerances and safety factors 
must be held to the minimum—ma- 
terials ate worked to new limits—new 
and synthetic materials are used as sub- 
stitutes. Efficiency engineers are availed 
of to teach us improved manufacturing 
methods, office systems, and the like. 
The automatic machine finds greater 
use in our factories, and office machines 
in our clerical operations, to reduce 
the cost of operations. 

These problems have gradually 
brought management to the full reali- 
zation of the value of a sound indus- 
trial accounting program, one that will 
keep them informed—that will furnish 
them with facts to guide them in their 
administration of operating problems. 


GAINING CONFIDENCE OF MANAGER 


During recent years, our accounting 
program has been planned to overcome 
the earlier prejudices against account- 
ing and to adopt principles account- 
ingly sound, but which will furnish 
more nearly accurate current operating 
statements and therefore gain the con- 
fidence of the managers. We try to 
keep an open mind to any and all sug- 
gestions that give promise of more ac- 
curate statements, and statements that 
are more nearly in step with opera- 
tions. This is necessary if we and the 
management are to get the whole- 
hearted support and cooperation of 
the operating managers. 

In order to get the best results the 
organization structure of a company 
should be such as to lend itself to ac- 
counting measurements of operations. 
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With a sound organization set-up the 
accounting procedure must then be 
developed to present facts on a basis 
mutually satisfactory to the executive 
management and the operating heads. 
These results must be promptly and 
economically produced. Current legis- 
lation—such as the wage and hour 
law—adds to the problem of produc- 
ing results promptly and economically. 

I propose for the next few minutes 
to tell you of some of the procedures 
inaugurated by the Westinghouse Com- 
pany during recent years to help meet 
these problems; but, in order that you 
may have a better understanding of 
these procedures I want to give you 
briefly a word picture of our company, 
and how it functions. 

The Westinghouse Company manu- 
factures and distributes a broad line of 
electrical apparatus, from the smallest 
lamp—of 1g inch diameter, to the 
300,000 HP turbine generator unit, 
or the 2,000,000 pound water wheel 
generator. This represents many types 
of manufacture—the large machine 
shop, the line assembly shop, the shop 
of automatic machines—many different 
kinds of engineering—and many ap- 
proaches to the sales problem. 

We distribute our products all over 
the United States and to an extent in- 
ternationally. We have some twenty 
manufacturing plants distributed over 
the eastern half of the country, with 
local service shops in all parts. 

Prior to the thirties we had a cen- 
tralized type of organization; a vice- 
president in charge of manufacturing 
—a vice-president in charge of sales— 
a vice-president in charge of engineer- 
ing—a vice-president in charge of 
finance and accounts—all reporting to 
the president or general manager. 


DIFFICULT To PLACE PROFIT 
RESPONSIBILITIES 


It was difficult to establish an ac- 
counting procedure that would control 
properly the performance of this type 
of organization—tie this control into 
a profit measurement, and place profit 
responsibilities. 

The big depression following 1929, 
when we dipped seriously into the red 
ink, brought to us a realization of the 
necessity of organizing for a more 


definite control of expenses—a more 
definite measurement of those ele- 
ments that influenced our profit per- 
formance, and for a sound budgetary 
control. 

As stated before, we have manufac- 
turing plants well scattered through 
the eastern part of the United States. 
The type of manufacturing and of ap- 
paratus manufactured at each of these 
plants is well defined, and there really 
is no over-lapping as between manu- 
facturing plants. As, for instance, all 
our transformers are produced in our 
Sharon plant—our entire turbine pro- 
duction is in our South Philadelphia 
plant—all meters are produced at New- 
atk—our production of household ap- 
pliance, ranges, refrigerators, and the 
like, is centralized at two manufactur- 
ing plants—Mansfield, Ohio, and 
Springfield, Massachusetts. 

This well defined segregation of 
production to lines of apparatus 
formed a pattern for the logical estab- 
lishment of a decentralized type of 
organization, consisting of twenty di- 
visions—each division covering the 
products of one of these manufactur- 
ing plants. A manager was appointed 
for each division who was given the 
full responsibility for engineering, 
production, and headquarters sales 
covering the output of the division. A 
flexible profit budgetary control plan 
was developed as the measuring stick 
of divisional performance. 

A branch of the accounting depart- 
ment is located in each of these divi- 
sions reporting to the comptroller and 
under the direction of a supervisor 
whom we designate as a division au- 
ditor. He is responsible for all of the 
accounting functions having to do with 
the operation of that division, and they 
include practically all accounting func- 
tions of a corporation. On the eighth 
working day of each month he submits 
to the division manager a profit and 
loss statement covering the operations 
of that division for the previous month, 
giving the actual results and, in a 
parallel column by detail items, what 
the results should have been for that 
volume of business. The totalization 
of these twenty divisional statements 
constitutes our official company profit 
and loss statement. 
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HAVE FLEXIBLE PROFIT BUDGETARY 
CONTROL 


I might devote considerable time 
to the discussion of our flexible profit 
budgetary control plan as it has been 
developed to measure the performance 
of each of these divisions and each of 
the operating managers; but you have 
here at Rochester, in Mr. E. S. LaRose, 
the pioneer of budgetary control, and 
I will have to admit that our plan is 
probably a poor second to his; so, we 
will give no more time to the discus- 
sion of budgetary control. 

As inferred before, one of the essen- 
tials of a constructive accounting pro- 
cedure is absolute harmony and under- 
standing between management, oper- 
ating managers, and accounting ex- 
ecutives, as to expense allocations, 
budgets, and accounting policies—and 
the statement set up that will present 
properly and effectively the results of 
operations—a plan accepted by de- 
partment managers as a measure of 
their performance. To assure meeting 
these requirements whenever we have 
a new accounting principle or proce- 
dure under consideration it is presented 
to our monthly meeting of executives 
and division managers; and usually 
they are given sufficient time and op- 
portunity to thoroughly consider it 
and present suggestions or criticisms. 
Our statement forms were given this 
type of consideration. 


PROMPT STATEMENT ISSUANCE 
ESSENTIAL 


Promptness in the issuance of state- 
ments after the close of the accounting 
period is an essential in the program 
of accounting support of operations. 
The securing of this promptness with 
a minimum of personnel and of over- 
time work of the clerical force is an 
accounting department’s contribution 
to the economy of operation. We issue 
our consolidated statements on the 
ninth working day of each succeeding 
month; but, to do that without over- 
time was a problem to solve. 

In order to accomplish this we made 
a thorough functional analysis of our 
accounting procedure, step by step and 
logical sequence, and developed a time 
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schedule for the operations. Each con- 
tributing part of the work was sched- 
uled as to due date so that it would 
fit into the entire program and cause 
no delay in those functions that were 
to follow. This scheduling operation 
has been adopted throughout our ac- 
counting organization, so that each 
month each clerk knows the exact date, 
to the minute, that his or her con- 
tribution is due. This has been de- 
veloped to the point that we know defi- 
nitely that at nine-thirty o’clock on the 
ninth working day of the following 
month we will receive at headquarters, 
providing Uncle Sam’s mail does not 
fall down, the information for closing 
our over-all company’s books. 

For the past year this scheduling has 
worked so successfully that we get 
quite restless if we do not get this 
monthly profit and loss statement, as 
well as balance sheet, by eleven-thirty 
of the ninth day. The complete de- 
scription of this program of sched- 
uling is a subject in itself. 

Another problem that confronted us 
with this decentralized organization 
was the clearance of documents and 
papers between divisions promptly and 
positively. One of our system men 
happened on a bright idea of the clear- 
ing house procedure as practiced by 
banks in large metropolitan areas. We 
adopted the clearing house principle 
and have found that it is working out 
quite satisfactorily from expense re- 
duction, time saving, and sound ac- 
counting points of view. 


OFFSET TO PYRAMIDING PROFITS 


In the early months of 1937, when 
all industry was booming and price 
increases were the style, and we had, 
as did every one else, inventories of 
finished goods that had been produced 
in a period of lower costs, the principle 
of “last in, first out” inventory valua- 
tion was quite prominently discussed 
in financial papers and other publica- 
tions, from the point of view that re- 
ported profits were materially affected 
if sales were credited at the increased 
prices and costs against the sales at the 
value at which the product had been 
placed in inventory. This pyramids 
profits in boom times at the expense 
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of profits in sub-normal times. West- 
inghouse has an offset to this effect. 

The Westinghouse Company has a 
wage and salary payment plan through 
which the rate of wages and salaries 
for any month are determined by the 
consolidated net income of the imme- 
diately preceding three months. In 
times of good volume business this 
plan may pay employees as much as 
fifteen per cent. increase over their 
base pay; and in times of poor business 
the pay may be their base rate or 
somewhat less. 

With the adoption of that plan the 
question was propounded as to how 
this payroll in excess of the base rate 
should be booked. Should it be in- 
cluded in the labor content of the 
standard costs, or should it appear as 
a separate item on the profit and loss 
statement? It was decided that stand- 
ard costs should remain on the basis 
of base pay rates and that all the extra 
salary and wages paid to employees 
under this plan should be charged 
against operation in the month in 
which payment was made. 

The effect on the profit and loss 
statement is substantially that which 
would result from ‘“‘last in, first out’ 
in that the higher rate is earned in 
periods of high prices, and low rates 
in periods of low volume and lower 
prices. 


DEPRECIATION RELATED TO USAGE 
OF EQUIPMENT 


Our management, having in mind a 
desire that financial statements should 
reflect as nearly current operations as 
possible and, therefore, form a more 
acceptable basis for measuring the 
operations of these division managers, 
propounded the question as to the 
sufficiency of our manufacturing equip- 
ment depreciation program. Until 1937 
we followed the straight line depre- 
ciation theory and took into our books 
a provision for depreciation of durable 
equipment at the rate of about five 
per cent. per year; this, regardless of 
the volume of goods produced or ex- 
tent to which the equipment was used. 
It has been our policy to show on our 
books the same amount of depreciation 
as the Revenue Department allows for 
income tax purposes. 








Our industrial accountants and our 
tax experts gave much thought to a 
de-celerating depreciation plan where 
the amount of the provision for depre- 
ciation taken on the books would have 
a relation to the usage of the equip- 
ment. We had discussions with the val- 
uation experts of the Internal Reve- 
nue Department at Washington, and 
found they were sympathetic to the 
program. Effective with the year 1937, 
we adopted this so-called de-celerating 
depreciation plan for all our manufac- 
turing equipment to which we felt the 
principle was applicable. 

This de-celerating plan establishes 
as a ceiling a rate of 814 per cent. per 
year when operations are at practical 
capacity, and a floor of 314 per cent. 
per year when operations are at 40 per 
cent. of practical capacity. The rate 
varies between these two percentages 
in direct proportion to the activity. 
The rate used is determined monthly 
and by cost centers; and, actual hours 
of productive labor in a cost center is 
the factor determining the rate of ac- 
tivity which in turn determines the 
percentage for the provision. 


REVENUE DEPARTMENT ACCEPTS 
PLAN 


This has a direct reflection in the 
profit and loss statement, as between 
a period of high activity and low activ- 
ity. The Revenue Department has ac- 
cepted this plan for income tax pur- 
poses. 

The Westinghouse Company uses 
standard cost principles in all manu- 
facturing divisions. One of the prod- 
ucts of the use of the standard cost 
principle is the development of fac- 
tory expense variances, the size of 
which depend very largely upon the 
activity in the shop. For control pur- 
poses we differentiate between factory 
expense volume variance and factory 
expense controllable variance, the lat- 
ter coming from those items of fac- 
tory expense that can be controlled 
more or less in direct proportion to 
the shop activity. The items of expense 
resulting in the volume variance can 
not be controlled and appear as credit 
or debit variances purely in line with 
the extent to which actual production 
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varies from the rate of production on 
which standard costs are based. In line 
with standard cost practices, it has 
been our policy to clear these factory 
expense variances currently as a charge 
or credit to operations. 

Some years ago our independent ac- 
countants questioned whether or not 
our inventories of work in process and 
shipping stocks were correctly stated 
at ‘“‘cost or market, whichever is the 
lesser” when the goods had been 
costed at standard costs and which had 
developed a sizeable credit factory 
expense volume variance. 

Management was of the opinion that 
the measurement of operating divi- 
sion managers would be more nearly 
correct if we could find some way by 
which the credit volume variance 
would not appear as a current profit 
and loss statement item. 

A plan was adopted, effective with 
1939, whereby volume variance cre- 
ated through the standard cost proce- 
dure will be carried as a reserve against 
the inventory produced in that period. 
As the goods are cleared from inven- 
tory by sale to customer, the volume 
variance is cleared into the profit and 
loss statement. This has the effect of 
valuing more accurately inventory at 
“cost or market, whichever is the 
lesser,” and producing a more accurate 
profit and loss statement. This has the 
approval of our independent account- 
ants but has not been passed upon by 
the Internal Revenue Department. 

A substantial proportion of the 
Westinghouse business, namely house- 
hold appliances and devices, is highly 
seasonal—25 per cent. Some 65 per 
cent. of the volume is marketed in the 
first five months of the year. Prior to 
1939 it had been our practice to ac- 
count this business on the basis of tak- 
ing the sales credit at the time the 
sales were made and charging expense 
at the time expenses were incurred. This 
resulted in divisional profit and loss 
statements showing a very satisfactory 
profit for the first half of the year, 
and then we would watch this profit 
disappear during the latter half of the 
year when a lower volume of sales 
billed was realized and the normal 
expenses continued. The main expense 
items of which I speak are the ex- 





penses of the sales department, which 
had to be maintained throughout the 
year; development expense, which is at 
its highest during a period of least 
production, and advertising expense, 
which usually precedes the volume 
sales. 


SEASONAL ACCOUNTING PRINCIPLE 
ADOPTED 


In order to clarify this situation and 
present period profit and loss state- 
ments which more accurately reflected 
the operating results, the seasonal ac- 
counting principle was adopted as fol- 
lows. 

At the beginning of the year a care- 
ful estimate of the expected volume of 
business is made and a careful budget 
of the different types of expense—sell- 
ing, engineering, development, admin- 
istration, advertising, and so on—is 
established. From these, ratios are de- 
rived between expected expense and 
expected volume of business for the 
year. Using these ratios, the current 
profit and loss statements are devel- 
oped with actual sales billed as the 
base. Thus, cost and expense on the 
product are charged against operations 
within the year in proportion to 
monthly billings instead of as incurred. 
At the end of the year the statements 
will be brought into balance; or, in 
other words, the final statement for 
the year will show actual expense rather 
than this pre-determined estimated ex- 
pense. As this balances out at the end 
of the year, income tax authorities and 
the auditors are not concerned. 


ACCOUNTING FOR INTER-UNIT 
TRANSACTIONS 


Another feature of accounting that 
has given us much concern from the 
standpoint of effective control of oper- 
ations is inter-unit transactions. In a 
de-centralized organization such as 
ours, some of the divisions that, in the 
main, do assembly work, secure parts 
from another division that is better 
equipped to produce these parts. This 
is what we refer to as inter-unit trans- 
actions. 

The manager of the assembly de- 
partment often is of the opinion that 
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he could buy the parts from some out- 
side manufacturer cheaper than he can 
get them from one of our own divi- 
sions, and thus improve his profit 
measurement. The producing unit, 
however, needs all the production of 
parts it can get in order to hold down 
its cost of production on all lines. 
This frequently brings up some very 
pointed discussions between managers. 
The policy has been adopted that no 
parts can be ordered from an outside 
source if they are a type of production 
which we are well equipped to under- 
take, except by executive approval. 
There are two financial facts man- 
agement desires to know: First, what 
profit was made by the over-all com- 
pany by lines of products? Second, 
what return was made on the invest- 
ment in a manufacturing plant? 


INTER-UNIT ACCOUNTING 


Accounting for inter-unit transac- 
tions should be planned to develop 
these two sets of data. 

Accountingly, transfers between di- 
visions are made at manufacturing cost. 
This maintains sound inventory values 
and produces a product statement giv- 
ing true over-all profit results. 

We also furnish informal profit and 
loss statements for the producing de- 
partment covering his inter-unit bill- 
ing, in which the sales billed carry the 
same percentage of profit that the com- 
pany earns on the assembled goods of 
which that inter-unit part constituted 
an element. This provides for the 
producing division a fair statement to 
measure its operations and return on 
investment. 

During recent years the employees’ 
accounts work has become most im- 
portant. By employees’ accounts I 
mean payrolls and everything related 
thereto. There is the social security 
activity with its payroll deductions, 
tax payments and voluminous report- 
ings to Federal and state governments 
—the Walsh-Healey Act, the Wage 
and Hour Law, employees savings 
plan, group insurance, hospitalization 
plans, sick benefits, and the like. This 
activity has been organized as one of 
the main divisions of the accounting 

(Please turn to page 434) 





The title of this article might well 
be expanded to indicate a discussion 
of those particular features of the In- 
ternal Revenue Act which cause the 
greatest number of controversies be- 
tween taxpayers and representatives 
of the Commissioner of Internal Rev- 
enue. The reason back of most of these 
differences of opinion is based upon 
the fact that there are certain features 
of the law which permit considerable 
latitude in the judgment of the in- 
dividual as to what may be their exact 
application. It must be admitted that 
there are few, if any, sections of the 
Revenue Act which may not be sub- 
ject to controversy. Even the exact 
amount of an individual’s compensa- 
tion during a given taxable period 
may be a matter of opinion. There are, 
however, a comparatively few sections 
of the law which give rise to by far 
the majority of arguments between 
the taxpayers and the department. 

One portion of the Revenue Act of 
1938 which it is expected may cause 
considerable annoyance to taxpayers 
is Section 102, which is now a sim- 
ilarly numbered section of the Reve- 
nue Code. This particular provision 
is familiarly known as the “‘surtax on 
improper accumulation of surplus.” 
A better understanding of the exact 
meaning of the section is obtained 
when it is considered in its entirety, 
for it is not solely a tax on improper 
accumulation of surplus but provides 
that in cases where a corporation is 
formed or availed of for the purpose 
of preventing the levy of the surtax 
on its stockholders, a definite surtax 
may be assessed in addition to tax on 
its income at the usual rates. 

A corporation may be used to avoid 
the incidence of a tax upon its stock- 
holders in other ways than by direct 
withholding of distribution of surplus. 
For instance, in a recent case a dis- 
solution was found to be in violation 
of this section of the statute. (Cen- 


Controversial Matters in Taxation 


of Income 
By Ernest O. Palmer, C. P. A. 


tennial Oil Co. vs. W. A. Thomas, 
Collector, District Court Northern Dis- 
trict of Texas, Dallas Division, No. 
39 Civil.) 

Early in the history of internal rev- 
enue taxation, it was realized that the 
corporate structure might be utilized 
as a dam for impounding or holding 
back earnings instead of permitting 
their free flow to the stockholders. 
While the corporation itself was re- 
quired to pay tax upon its income, the 
owners of the beneficial interest in the 
organization, who would possibly pay 
a greater tax, could be at least tem- 
porarily relieved of their liability. 
Consequently, in each of the earlier 
revenue laws a section was included 
providing for a penalty where such 
improper use of the corporate organi- 
zation was employed. 


WHAT CONSTITUTES “REASONABLE 
NEEDS” ? 


Considerable difficulty was en- 
countered in attempts to enforce these 
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sections of the various laws because 
it was purely a matter of personal 
opinion between the Revenue Agent 
examining a return and the officers of 
a corporation as to what constituted 
the reasonable needs of a_ business. 
For many years the number of cases 
in which such surtaxes were collected 
were comparatively few, and with 
some notable exceptions, small amounts 
were involved. The statutes and the 
pertinent regulations required that the 
Commissioner of Internal Revenue de- 
termine and prove the improper ac- 
cumulation of corporate surplus. The 
difficulties involved in such proof are 
apparent. The commissioner could 
raise a presumption of intent to evade 
tax but frequently found it difficult 
to support his contention by clear 
preponderance of evidence. 

In formulating the Revenue Act of 
1938, Congress made a slight change 
in the wording of this pertinent sec- 
tion of the statute which is momen- 
tous in its import. The law now in 
force provides that where a corpora- 
tion is formed or availed of for the 
purpose of preventing the levy of the 
surtax upon its stockholders, specific 
surtax penalties may be asserted. This 
is quite similar to the preceding stat- 
utes but the burden is now placed 
squarely upon the taxpayer's officers 
to prove that the corporation is not 
improperly accumulating its surplus. 
This shifting of the burden of proof 
materially alters the position of both 
the commissioner and the taxpayer. 

In furtherance of the administra- 
tion of this change, the Commissioner 
of Internal Revenue has caused to be 
promulgated Treasury Decision 4914. 
This is in the nature of specific instruc- 
tions to all revenue agents who ex- 
amine the returns of corporations and 
to members of the technical staff who 
review such examinations. It is now 
required that in all instances five spe- 
cific points of information be fur- 
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nished in reports prepared. These five 
items are briefly summarized as fol- 
lows: 


BASIS OF JUDGMENT 


(1) Has the corporation distributed 
during the taxable year at least 
70 per cent. of its earnings in the 
form of taxable dividends? 

(2) Has the corporation invested 
earnings in securities or other 
properties unrelated to its nor- 
mal business activities ? 

(3) Have the stockholders or officers 
of the corporation withdrawn any 
material amounts as advances 
during the taxable year out of un- 
distributed profits or surplus from 
which taxable dividends might 
have been declared ? 

(4) Is the capital stock of the corpo- 
ration owned by comparatively 
few stockholders, particularly by 
members of a family? 

(5) May the corporation, although its 
dividends exceed 70 per cent. of 
the earnings for the taxable pe- 
riod still be held to be improperly 
withholding earnings from dis- 
tribution ? 


As a further duty, the revenue 
agent or member of the technical staff 
who has made the investigation must 
express an opinion as to whether, in 
his judgment, the corporation is or 
is not being utilized as a vehicle for 
withholding income which should 
properly be distributed to its stock- 
holders. As an adjunct to this field pro- 
cedure, the department at Washington 
proposes to keep a continuous file of 
information embodying the reports of 
the examining officers in a consecutive 
history of each corporation. 

Careful consideration of the five 
points of inquiry above enumerated 
produces a very definite impression of 
what will be considered as improper 
accumulation of surplus. It is not 
possible to determine, however, just 
how far the representatives of the com- 
missioner may proceed in determining 
the reasonable limits of each of the 
questions. If, for instance, the tax- 
payer is accumulating earnings in its 
corporate treasury for the purpose of 
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acquiring additional plant and _facili- 
ties for future expansion, it may be 
taking such action in good faith. Sub- 
sequent financial or market conditions 
may serve to alter its program and it 
seems that there is a possibility that 
the good faith of the original accumu- 
lation will be open to question. 


UNDISTRIBUTED PROFITS TAX 
ELIMINATED 


The elimination of the last vestige 
of the surtax on undistributed profits 
will be effective for years beginning 
after December 31, 1939. This will 
no doubt engender more activity in 
connection with the penalty for im- 
proper accumulation of surplus. This 
is levied in addition to the ordinary 
taxes on the income of corporations 
and is at the rate of 25 per cent. on 
the first $100,000 of the undistributed 
income and 35 per cent. on eny amount 
in excess of $100,000. This latter sur- 
tax may be levied upon the entire ad- 
justed net income computed according 
to Section 102 for the taxable year, 
regardless of whether only a portion 
of such income is improperly with- 
held from distribution. 

A possible safeguard which can be 
placed around such accumulation for a 
legitimate business purpose is that the 
Board of Directors take appropriate 
action providing for the earmarking of 
funds with mention of the specific 
purpose for which such procedure is 
adopted. This action should be fully 
recorded in the minutes of the di- 
rectors’ meetings. Even this may not 
be conclusive. 

It must be noted that in order to 
satisfy the requirements of distribu- 
tion of profits, there are certain specific 
conditions which must be satisfied. 

The conversion of surplus into cap- 
ital stock through the medium of a 
non-taxable stock dividend is of no 
avail. 

Affiliated corporations are to be con- 
sidered in their conjunctive relation- 
ship. Even though surplus may be 
scattered throughout the parent and its 
subsidiaries to the extent that no one 
of them may appear to hold back an 
excessive amount of earnings, the 
group as a whole may be found sub- 
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ject to the improper accumulation 
clause of the statute. 


DEPRECIATION DEDUCTIONS ALSO 
PROBLEM 


Other features of internal revenue 
legislation which have caused consid- 
erable differences of opinion are bet- 
ter known to taxpayers. One of the 
principal of these is the deduction for 
depreciation. Most taxpayers have had 
their struggles with the Bureau of In- 
ternal Revenue in attempting to sub- 
stantiate the reasonableness of their 
depreciation rates and many consider 
the question as settled. The mere fact 
that a rate of depreciation has been 
approved or passed in one taxable pe- 
riod is not conclusive that it will not 
be questioned in a subsequent year. 
Each taxable year must be considered 
upon its own basis under Treasury De- 
cision 4422. 

A third point of legislation which 
has caused considerable controversy 
between taxing authorities and tax- 
payers is the deduction on account of 
worthless assets. The principal differ- 
ence of opinion arises in the considera- 
tion of the time at which the proper- 
ties became worthless. The usual for- 
mula is that there must be some iden- 
tifiable event within the taxable period 
which will justify the determination of 
worthlessness. It is necessary to prove 
not only that all value has been ex- 
tinguished but further that such ex- 
tinguishment occurred within the pe- 
riod in which the loss is claimed. The 
representatives of the Bureau of In- 
ternal Revenue assume the prerogative 
of taking into consideration all facts 
which are known at the time that the 
return is reviewed even though some 
of the evidence may not have been 
known or ascertainable by the tax- 
payer when the return was prepared. 
The consequence is that in some in- 
stances the revenue agent will decide 
that the loss should have been taken 
in some period earlier than that in 
which the taxpayer has made his de- 
termination of worthlessness. In such 
cases, if the period in which the reve- 
nue agent places the loss is beyond the 
statute of limitations, the taxpayer 
loses the benefit of the deduction. 
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Bap Dests Must BE WRITTEN OFF 


The same thing is true in connection 
with losses on account of bad debts. 
The difference in the latter case, how- 
ever, is that the statute provides that 
| debts must be not only determined to 
| be worthless but also written off in 

the period in which the deduction is 
| claimed. If the reviewing officer finds 
that the debt should have been de- 
termined worthless in a period earlier 
than that in which it is claimed, the 
allowance for the deduction will be 
denied because the write-off did not 
occur in the proper period. 

It has been held, however, that if 
a loss on account of a bad debt or a 
worthless investment is claimed by a 
taxpayer in a period earlier than that 
in which it should be claimed, the 
requirement of the determination or 
write-off having once been satisfied 
will apply to such later year. From the 
foregoing, it can easily be deduced that 
if there is any reasonable doubt as to 
the worth of investments or notes and 
accounts receivable, they should be 
written off. If an error is to be made, 
it should be on the side of claiming 
the deduction too soon rather than too 
late. This does not imply that the tax- 
payer should go beyond the bounds 
of common sense in determining worth- 
lessness but should exercise conserva- 
tive judgment. 

Finally, it should be borne in mind 
that the burden of proof in all cases 
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of controversy is generally assumed 
to be upon the taxpayer. To prove the 
good faith and propriety of every as- 
sertion which is made upon the tax 
return the taxpayer should therefore 
preserve such records and informa- 
tion as are pertinent to any particular 
situation. 


Industrial Accounting 
(Continued from page 431) 
department, with one of our strongest 
staff men in charge. He is of real help 
to our industrial relations department. 

In a company the size of Westing- 
house and organized on a decentral- 
ized basis, there are many classes of 
expense that are of a general nature 
and not specific to operating divisions, 
but which must be allocated to divi- 
sional profit and loss statements to se- 
cure reasonably accurate product costs. 
There is the problem of allocating 
these expenses on a basis satisfactory 
to the operating managers, who are 
measured by the over-all profit. Care- 
ful allocations are of value from the 
Robinson-Patman point of view—also 
for profit limitation determinations, 
such as the Vinson-Trammel Act. For 
most items of expense sound formulae 
or bases have been developed for the 
allocations, but for the others, “‘effort 
exerted” is used, as estimated by the 
supervisor. In all cases the bases and 
amounts of charge are reviewed with 
the division manager before making 
the assessment. 


The foregoing are some illustrations 
of procedures representing to me prog- 
ress in industrial accounting as adopted 
by the Westinghouse Company, but is 
not a complete recording of our many 
developments during the past decade. 
In conclusion, I should like to say 
that the Westinghouse Company ac- 
counting staff is keyed to the purpose 
of determining better and more eco- 
nomical ways to perform their func- 
tions and to the determination of im- 
provements in accounting principles 
that will accurately reflect more the 
company’s financial position and cur- 
rent operating results. We feel that 
modern management progress demands 
that of financial and accounting staffs. 


REFERRING AGAIN TO 
PASSING OF CERTIFICATE 


To the Editor: 

Your editorial, it seems.to me, leaves 
nothing to say on this important matter. 
In a few words you have told a story 
which for most writers would require 
many pages. The editorial should be 
preserved as a real contribution to the 
history of accounting and auditing. 

A CONTROLLER 


[This refers to an editorial in the August, 
1939, issue of THE CONTROLLER in which 
reference was made to the passing of the 
word “certificate” from the vocabulary of 
public accountants. Ed.} 


Personal Note 
Mr. Francis J. Brett, of the Niagara 
Hudson Power Corporation, addressed 
the dinner in conjunction with the Utili- 
ties Accounting Conference in Chicago 
on November 14, representing The Con- 
trollers Institute of America. 





on similar problems. 





COST-PLUS CONTRACTS 


A member of The Controllers Institute of America asks to be put in touch with controllers 
who have had recent actual experience with the Federal Government on cost-plus contracts or 

| who might be interested in the subject as a future possibility. 
| This controller states that he is developing a formula to use as a basis for negotiating such 
| contracts, either with the United States Government or with representatives of foreign govern- 
ments. He believes it would be helpful to have an exchange of views with others who are working | 


It is requested that controllers who would like to discuss this subject, possibly by mail, with 
other controllers send word to The Controllers Institute of America. 
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Controller’s Viewpoint on Industrial 


Financing 


By Henry C. Perry 


Former President, Controllers Institute of America 


Disclaiming any desire to assume 
the role of a prophet, I believe that 
the controller's position in relation to 
the economic use of industrial capital 
will, in the future, be precisely what 
enlightened and adequate management 
require of it today. I make this state- 
ment having average knowledge of our 
changing political and economic order, 
with some appreciation of the alarm- 
ist reports flowing from a host of stand- 
patters and a layman’s normal interest 
in the Pollyanna statements identified 
with New Deal philosophy. 

Under a system of free enterprise 
or one of planned economy, big busi- 
ness and small business must obtain 
both its short and long term capital 
from accumulated savings, from the 
sale of securities to investors, or from 
the various agencies which provide 
such capital whether privately financed 
or inspired by the government. The 
breed of money needed by new enter- 
prise and the expansion of older en- 
terprise, today and tomorrow, is repre- 
sented by equity money for buildings 
and equipment (permanent working 
capital in other words) or is in the na- 
ture of short term and self-liquidating 
capital to support a bulge in inven- 
tories and receivables arising from an 
expanding volume of business. If the 
accumulated profits of industry are not 
sufficiently liquid to release such funds 
from within, then these other facili- 
ties must come into play and, obvi- 
ously, are available for those who 
demonstrate the soundness of their re- 
quirements. I doubt if this situation 
will be any different in the future. 

Our minds can be turned from the 
past to the future only by dealing with 
the known factors of financial manage- 
ment today and, in the hope of stimu- 
lating thought on the subject, I quote 
from a statement prepared by Mr. 
James H. Perkins of The National 
City Bank of New York and submitted 


before the Senate Committee on Bank- 
ing and Currency. 


MoNEY SHOULD Not BE Too Easy 


‘Additional evidence as to whether 
business needs for credit and working 
capital are being met is, I believe, to 
be found in the experience of the 
R.F.C. and the Federal Reserve Banks 
in making business loans. We can tes- 
tify, as perhaps they would hesitate to 
do, that in our judgment they have 
been following a vigorous, painstak- 
ing, but liberal policy in seeking to 
meet every legitimate demand for 
credit not covered by the ordinary bank 
lending facilities.” 

And he continues: “I have had a 
good many years’ experience in mak- 
ing loans and in watching the results 
over a period of years of all kinds 
of lending, and that experience leads 





HAT management, in the 
final analysis, is responsible | 
| for the success or failure of a 
business enterprise; and that man- | 
agement succeeds only when ef- 
fective control mechanism is es- 
tablished and is operated with 
precision, are points made by MR. 
PERRY i his discussion of indus- 
trial financing, which, he points 
out, is easily obtained if lenders 
know that managements, and the 
controls which they set up, are 
sound. Mr. PERRY is treasurer and | 
controller of Heywood-Wakefield | 
| Company, of Gardner, Massachu- 

| setts. His clearly stated listing of 
what a controller does for man- 
agement again turns attention to 
the wide scope of a controller's 
responsibilities. 

—THE EpITor. 
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me to believe that many of the people 
who are most anxious to borrow money 
and who make the most noise about it, 
and who, if they are not satisfied at 
their own banks, are most likely to 
make vigorous appeals to Congress 
and other agencies of government, are 
people who are visionary and imprac- 
tical or inexperienced. It is no favor 
to a large number of these people to 
loan money freely to those who are 
unbusinesslike, for the result is sim- 
ply to get them in debt up to their 
necks, and they are never able to get 
out. They simply add to the long list 
of business failures and personal bank- 
ruptcies. Every business man knows his 
toughest competition comes from an 
incompetent rival who does not know 
his costs. Subsidizing that kind of com- 
petition makes things harder for the 
business man who is doing a good job. 
The best favor you can do both to the 
borrower and the business community 
is to compel the would-be borrower to 
submit his case to a thoroughly ex- 
perienced lending officer who is trained 
in these matters, and who has the 
judgment to make loans in relation to 
the capacity of the borrower to repay 
the loan. The idea that the way to 
prosperity is to make it easy for peo- 
ple to get into debt does not stand 
the test of experience.” 


OUTLOOK PREDICATED ON FACTUAL 
KNOWLEDGE 


I subscribe to that statement because 
it represents the controller's viewpoint. 
The controller or the financial execu- 
tive with controllership philosophy has 
no emotional impulse when meeting a 
loan officer on this level. He knows 
that money is not obtained from a 
private or a public institution in the 
sense that the magician removes a rab- 
bit from the hat. His entire business 
outlook is predicated upon the use of 








436 


factual knowledge. Like the successful 
Jew’s business method, he determines 
what he wants, what his final result 
ought to be, and works backwards 
from it, doing all things which may 
be necessary to accomplish that re- 
sult. This is the essence of control. 
It is, after all, a fundamental plan for 
the development of budgets and stand- 
ards and, as suggested by your commit- 
tee, ‘The real economic factors of an 
enterprise must, in the future, be given 
more intelligent consideration by finan- 
cial management.” 

Insistence upon that policy is as es- 
sential today in well managed business 
as it will be five years hence. Why? 
Because management succeeds only 
when effective control mechanism is 
established and working with pre- 
cision. I admit that, in our day and 
generation, ability to analyze the cir- 
cumstances which surround a business 
is much less pronounced than it should 
be. This ability was conspicuous by its 
absence from the scheme of operation 
several years ago. It is in demand to- 
day but will be in greater demand in 
the future by reason of competitive 
pressure and a growing need for the 
application of scientifically determined 
facts in business administration. 


Wi_t MASTER PROBLEMS CREATED 
BY PLANNED ECONOMY 


Management will seek and find a 
way to master the problems created by 
a planned economy in spite of bar- 
riers established by the Securities and 
Exchange Commission, the Treasury, 
and other regulatory bodies, both pub- 
lic and private, which now freeze and 
inhibit the source and use of capital. 
That is best demonstrated by the earn- 
ings reports of many companies during 
the current year and, as a matter of 
fact, in any year when business indices 
are at normal levels. Evidence points 
to the fact that those who stop leaning 
on their shovels and those who over- 
come fear and caution usually push 
business into higher sales levels with 
corresponding profits. Such conditions 
make the capital market. 

These observations direct me to the 
conception and use of the budget. 
Now, this is not a plea for the budget, 


since I have met in practice, just as 
you have, that perennial handicap 
phrased something like this: 

“You can budget a lot of businesses, 
but you can’t budget ours.” 

And I may answer, ‘What is a busi- 
ness for?” 

And, the common reply is, “To 
make profit.” 

If, then, business is organized to 
make a profit and financing becomes 
necessary to insure that profit, I main- 
tain that the greatest service the con- 
troller can render business management 
is in governing the finances of the en- 
terprise for the best interests of those 
who have supplied the money, whether 
they be security holders, commercial 
banks, or the agencies of government. 

Venture capital, about which we 
hear so much today, requires that same 
degree of protection and control when 
released to the marts of trade. I do 
not know of any man who will risk 
his money unless there is reasonable 
assurance of earning a profit on it. I 
doubt if, under more favorable financ- 
ing terms which may come in the fu- 
ture, this venture capital will be made 
available without the same assurance; 
and while I am distinctly opposed to 
the fantastic notions of the New Deal, 
I can not believe that governmental 
money which, after all, is taxpayer 
money, is being siphoned into business 
enterprise without some test of its 
profit-making possibilities, continued 
protection, and ultimate return. 


GUIDE TO SOUND ADMINISTRATIVE 
THINKING 


With the responsibility of bringing 
more and more out of the shadow of 
speculation and into the light of ob- 
jective fact the controller's analyses 
should provide a practical guide to 
sound administrative thinking; and 
nothing but that type of thinking, in- 
formed leadership, and effective man- 
agement properly balanced will build 
a wall of defense and protection 
around the finances of a business re- 
gardless of how they are secured. 

I maintain that these finances are 
best insured by a considered plan of 
action which, if sufficiently understood 
and enforced by those who use it, will 
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make for intelligent operation of the 
business and provide an orderly plan 
for the most profitable utilization of 
capital in the industry to which it is 
applied. There never will be a sub- 
stitute for factual knowledge, notwith- 
standing what economic change may 
dictate in the way of obtaining in- 
dustrial capital. There never will be 
a substitute for the skill, experience, 
knowledge, vision, aggressiveness, and 
ability of active management in carry- 
ing out logical plans of operation. 

In the final analysis, management 
makes or breaks a business enterprise. 
It has been demonstrated that success- 
ful management operates under a defi- 
nite program, while unsuccessful man- 
agement gropes around, acts without 
facts, and proceeds without a program. 
Our failure statistics eloquently testify 
to that conclusion. I doubt if a loan 
officer, whether he represents an under- 
writing syndicate, a commercial bank, 
or a public institution is governed 
by any other impulse than one of de- 
termining how the loan will be pro- 
tected and secured for its owners. 


Basis OF FINANCIAL NEEDS 


He knows that reasonable assurance 
of ability to liquidate that loan is best 
established by a program which trans- 
lates all of management’s plans in 
terms of operating statements and bal- 
ance sheets; and if these plans fail to 
insure credit, they probably place a 
business in condition to deserve it. The 
days of “hunch” and the trial and er- 
ror principle are over. 

Confronted with these requirements 
(and they are not unreasonable) the 
controller properly fixes his mind on 
sales forecasts, production budgets, 
inventory budgets, manufacturing ex- 
pense budgets, selling and administra- 
tive expense budgets, and a master 
budget representing the sum total of 
them all. He anticipates the profit or 
loss resulting from manufacturing and 
trading operations and submits the 
resulting equation as a basis for the 
financial needs of his management. He 
deals with the plant and equipment 
budget, develops a cash forecast, and 
builds a projected balance sheet. He 

(Please turn to page 439) 
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ROUTINE HANDLING 
OF ORDERS, BACK ORDERS 


By L. W. Jaeger, Treasurer, Colonial Optical Company 


CUSTOMERS’ ORDERS 

Orders are received on form No. 71 
either by salesmen or as a house order. 

When an order is received it is 
turned over to the Credit Department 
by the mail clerk. From the Credit 
Department it is passed to the stock 
department, where it is given a register 
number which identifies it for filling, 
billing, and any further reference. The 
number is stamped on the order with 
a hand numbering machine. Previously 
the numbers were also stamped on a 
register sheet against which the date 
was entered when the order was com- 
pleted. This was to prevent losing 
track of any orders. As the number of 
orders lost was so small this extra op- 
eration was recently discontinued. 

After the order is numbered it is 
passed to a clerk who edits it for 
quantity, classification and for price to 
conform with the published sales pol- 
icy. 

After it is edited, it is given to a 
stock clerk to be filled. All items 
filled are entered in the first column 
marked ‘Quantity Filled.” The total 
of the column ties in with the invoice 
number and date shipped in the first 
blank block at the bottom of the order 
sheet. Any items not filled are left 
open until the merchandise is received 
to fill them, at which time, the quanti- 
ties filled are entered in the second col- 
umn headed “Quantity Filled,’ which 
again ties in with the invoice number 
in the second block at the bottom of 
the order sheet. Provision is made on 
the form for three partial shipments. 
This eliminates the necessity of re- 
writing the unfilled portion of the or- 
der on a separate back order form. 

If only a partial shipment is made, 
this is billed and shipped and the 
order is placed in the unfilled or back 
order file. 


BACK ORDERS 
When merchandise is not on hand 
with which to fill the order, the reg- 


ister number and the quantity ordered 
are entered on the bin card. There is 
a separate bin card for each item 
stocked. 

When merchandise is received from 
the supplier and is put away in the 
stock cabinets, the clerk looks on the 
bin card to see if there are any orders 
registered as unfilled. If so, the or- 
der is immediately pulled from the 
back order file and the procedure is 
then as previously outlined. 


BILLING 


Bills are made in continuous fan- 
fold form of 5 copies. An ordinary 


FORM NO 3 SM.11 37 


QUANTITY CATALOG NO. | 


REASON FOR RETURN 





MERCHANDISE RETURNED TO____________BRANCH 


REQUESTED BY____ 





CREDIT INVOICE NO. ISSUED 





TIME RECEIVED 








USTOMER 





ADDRESS 
CITY & STATE 
CUST. ORD. No. 


QUANTITY CATALOGUE 
ORDERED NUMBER 


WRITTEN| FILLED | CHECKED 


ISSUE CREDIT BRANCH 


NOTE: REASON FOR RETURN AND BRANCH TO WHICH RETURNED MUST BE SHOWN 





DESCRIPTION 
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typewriter is used for the billing. The 
type of carbon used is a ribbon sup- 
plied by the Dupli-Typer Company 
and is in the form of an attachment 
devised by them. This _ eliminates 
changing carbon paper and is less 
costly. 

The extensions and additions are 
made by the billing clerk at the time 
of billing. As the average items on 
each bill are from three to five, due to 
grouping of items on the orders in dif- 
ferent price divisions, most of the ex- 
tensions are done mentally. However, 
the billing clerks are furnished with 
adding machines or calculators to assist 
them in the operation. 

The invoices are made in 5 copies: 


No. 1—Customers copy and shipping mem- 
orandum. 
2—Posting copy to customers’ account. 
3—Costing copy and sales analysis. 





ae j I . PRICE AMOUNT 





APPROVED BY. 





FROM INVOICE NO. 





REGISTER NUMBER 








DATE. 19 








TIME WANTED 


SALESMAN 


QUAN.| DATE || QUAN.| DATE |] QUAN. DATE 
FLED 


INVOICE NO. 


DATE SHIPPED 


~~ Form No. 71 Rev. 25M-4-39 
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4—Branch copy—kept in files of branch. 
5—District office copy. 


CLAIMS 

Form No. 3 is a request for a return 
of merchandise to be credited or for 
allowances. This must be approved by 
a branch manager or officer. The credit 
invoice is made by the billing clerks 
from the “issue credit” form. 

Claims against the transportation 
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companies are handled by the stock de- 
partment, as most shipments are made 
by parcel post or express, and are 
nominal in values. Claims for large 
shipments of machinery and equip- 
ment are handled by the stock depart- 
ment and referred to the treasurer. A 


separate claim department is not set: 


up, but a clerk who is familiar with 
the procedure files the claims and fol- 
lows them through. 


Economist Predicts Next Decline 


Will Be Moderate 


The New England Control of The 
Controllers Institute of America held 
its third meeting of the season on No- 
vember 21 at the University Club, 
Boston, with Mr. F. D. Newbury, 
economist of the Westinghouse Elec- 
tric & Manufacturing Company, East 
Pittsburgh, Pennsylvania, as the prin- 
cipal speaker. 

In an address on ‘Economic and 
Business Forecasting’ Mr. Newbury 
predicted that the near-capacity opera- 
tions of steel mills and of other heavy 
industries will probably decline dur- 
ing the next three months, but to only 
a minor extent. He believes that in- 
ventories in neither consumer goods 
nor durable goods are so high as to 
cause a major decline, but that this 
short decline will be followed by re- 
newed near-capacity production in the 
spring and early summer of 1940. 

This high rate of industrial activity 
will be achieved, he said, in spite of 
relatively low capital expenditures, but 
will be supported by good activity in 
building and by large Federal deficit 
spending. He expects some reduction 
in activity under normal conditions 
during the second half of 1940; but 
he does not anticipate any such decline 
as occurred in the second half of 1937. 

He gave as reasons for this predic- 
tion the larger volume of building 
contracts and larger Federal deficit 
expenditures that can be expected in 
1940 as compared with 1937. In his 


opinion a continued conservative 
trend in political developments over 
the next twelve months would also 
improve this picture because of the 
encouragement of long-term capital 
expenditures. In any event he looks 
for no serious decline in capital ex- 
penditures, such as the decline follow- 
ing 1937. He stated that export busi- 
ness, within reasonable expectations, 
could heighten the peak and soften 
the decline in 1940, but would not 
alter the underlying cyclical structure 
of domestic industry. 

Mr. Newbury based his predictions 
on a foundation of the normal cyclical 
fluctuations in business as disclosed 
by studies recently made by Westing- 
house. 

He commented on the study of busi- 
ness cycles, as an aid to long-term 
forecasting, which was popular in the 
1920's but fell into almost complete 
disrepute after the long depression. 
He said that these Westinghouse 
studies explain the reasons for the 
relatively short and mild fluctuations 
of the 1920's and the abrupt change to 
the long cycle of the 1930's by show- 
ing that the business cycle as ordinarily 
observed is actually made up of long 
cycles (six to ten years in length) and 
short cycles (about forty months in 
length). He pointed out that there 
are still shorter movements of six to 
twelve months in length caused by 
seasonal and short inventory fluctua- 
tions. 
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FISCAL PROGRAM OUTLINED FOR 
FEDERAL GOVERNMENT 


Ellsworth C. Alvord, of Washing- 
ton, D. C., addressed the Eighth An- 
nual Meeting of The Controllers Insti- 
tute of America, on October 9, on the 
general subject of provisions and ap- 
plication of the 1939 Federal Revenue 
Act. Mr. Alvord gave a technical legal 
analysis of the Revenue Act of 1939 
and outlined its application and effect. 
He then submitted the following fiscal 
program for the Federal Government. 

Mr. Alvord recommended as the first 
step in a program of national defense, 
that the fiscal affairs of the Federal 
Government should be placed upon a 
sound basis. 

Second, he recommended that a rea- 
sonably permanent peace-time Revenue 
Act should be enacted, based upon the 
policy that private employment pro- 
vides the only permanent solution of 
unemployment; that private enterprise 
and initiative must be protected and 
encouraged; that increased industrial 
activity requires expansion and new 
enterprise; that the net return from 
new and venturesome enterprises must 
be adequate to attract private capital ; 
that private investment must replace 
government spending. Only under 
such policies can our revenue system 
produce maximum yields over a period 
of years; can the national income be 
sufficiently increased to provide ade- 
quate government revenues; can the 
Federal budget be relieved of heavy 
demands for unemployment relief and 
for extraordinary government spend- 
ing. 

TAX REFORMS SUGGESTED 

He urged that the existing high 
rates of tax imposed upon corporate 
and individual incomes, upon capital 
gains, and upon estates be reduced sub- 
stantially; that the earned income of 
individuals be taxed at substantially 
lower rates than other forms of in- 
come; taxable income be computed on 
the basis of consolidated returns com- 
pulsory for affiliated corporations; the 
multiple taxation of business income 
from corporate enterprise be elimi- 
nated and the tax on dividends re- 





ceived by corporations and the normal 
tax on dividends received by individ- 
uals be removed; business losses be 
carried forward as allowable deduction 
for at least five years; the prior law 
with respect to employees’ pension 
trusts be restored; reasonable provision 
for the liquidation of personal holding 
companies be enacted and more rea- 
sonable methods for taxation of those 
companies which cannot be liquidated 
be prescribed; that the capital stock 
tax be repealed at the earliest possible 
date, and until repealed an annual dec- 
laration of value granted; and numer- 
ous complications of the existing law 
be eliminated and every effort be made 
for substantial simplification of the law 
and its administration. 

Mr. Alvord agreed with the admin- 
istration that income from future issues 
of Federal, state and municipal securi- 
ties should not be exempt from tax- 
ation, but he took issue with the Sec- 
retary of the Treasury and stated that 
in his opinion the reduction of indi- 
vidual surtaxes should not be depend- 
ent upon the adoption of this principle. 


CONGRESSIONAL CONTROL OF 
EXPENDITURES 

Mr. Alvord insisted that a sound 
fiscal system requires adequate control 
over expenditures, which must be kept 
within the revenue yields of a sound 
and reasonably permanent system of 
taxation. Congressional responsibility 
for expenditures should be united with 
Congressional responsibility for reve- 
nues. He recommended that each House 
of Congress create a Committee on the 
Budget, the membership of which will 
include members responsible for ap- 
propriations and members responsible 
for taxation. The annual executive 
budget, containing estimated revenue 
yields and the proposed expenditures 
for the year, should be referred to this 
committee. After appropriate commit- 
tee consideration and full debate, each 
House of Congress should then de- 
termine and fix the maximum amount 
of expenditures for the year, and re- 
quire that the separate appropriation 
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bills, as well as legislation authorizing 
appropriations, conform to this de- 
termination, and the aggregate be kept 
within this maximum amount. With 
a ceiling thus placed upon expendi- 
tures, an effective control by Congress 
over both taxation and appropriations 
can be restored and maintained. 


Controller’s Viewpoint 
(Continued from page 436) 
knows that all of these measuring de- 
vices must accurately reflect the eco- 
nomic facts of the enterprise; that they 
aid and support clear thinking and the 
establishment of financial objectives 
which merit the confidence of loan 

officers. 

If we conclude that the flow of cap- 
ital into corporate activity will con- 
tinue through the medium of accumu- 
lated savings, new security issues, and 
the banking facilities provided by pub- 
lic and private institutions, it is clear 
that, while the sources may vary with 
adjustments in national policy, the eco- 
nomic management of such capital 
must be influenced by the same princi- 
ples, if profit and security represent 
the objective. The ability of productive 
enterprise to raise capital in a period 
of healthy economy may be greater than 
in a period of sick economy, but cap- 
ital as such has always been wwailble 
to those industries which demonstrate 
how to conserve, protect, and yield 
a net return on its employment. Such 
handicaps as may be imposed upon 
future requirements represent a chal- 
lenge to American business leadership. 





BUSINESS CLASSIFICATIONS 


Nearly 600 replies have been re- 
ceived by The Controllers Institute 
of America to the request which it 

| sent to its members early in Novem- 
| ber for information for listing the 
companies with which the control- 
lers are connected, by lines of busi- 
ness. 

This is a reminder to members 
who have not rezurned the blanks, to 
send the replies to this inquiry as 
| promptly as possible so that publi- 
| cation of the 1939 Year Book may 

not be delayed. It is planned to pub- 

lish a list of the companies with 

which members are associated, clas- 

sified according to the types of busi- 

ness activity in which the companies 
| are engaged. 
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Brief Items from Here 


and There of Ines 








Controllers Studying Provisions 
of Trust Indenture Act 


The Trust Indenture Act of 1939 is be- 
ing studied carefully by corporation exec- 
utives. It was approved August 2, 1939, 
and becomes effective February 4, 1940. 
It is an Act “To provide for the regula- 
tion of the sale of certain securities in 
interstate and foreign commerce and 
through the mails, and the regulation of 
the trust indentures under which the same 
are issued, and for other purposes.” 

The Act was passed as a result of 
studies made by the Securities and Ex- 
change Commission, and Congress said: 

“Practices . . . . have existed to such 
an extent that, unless regulated, the pub- 
lic offering of notes, bonds, debentures, 
evidences of indebtedness, and certificates 
of interest or participation therein, by the 
use of means and instruments of trans- 
portation and communication in inter- 
state commerce and of the mails, is in- 
jurious to the capital markets, to in- 
vestors, and to the general public; and it 
is hereby declared to be the policy of this 
title, in accordance with which policy all 
the provisions of this title shall be in- 
terpreted, to meet the problems and elim- 
inate the practices, enumerated in this 
section, connected with such public of- 
ferings.” 


Committee Reports on Allocation 
of Income 


A report of the Committee on Alloca- 
tion of Income, of the National Tax Asso- 
ciation, was presented at the thirty- 
second National Tax Conference held at 
San Francisco, October 16-19, 1939. The 
association has its national office at 
Columbia, South Carolina. Mr. Leo Mat- 
tersdorf of New York City, a public ac- 
countant, is chairman of the committee. 


Six Additional Surveys of 

American Corporations Available 

The Securities and Exchange Commis- 
sion recently made public six more of a 
series of reports based on a Work Proj- 
ects Administration study now known as 
the Survey of American Listed Corpo- 
rations. The current reports contain a 
summary of selected data on the follow- 
ing six industry groups composed of 
corporations registered under the Securi- 
ties Exchange Act of 1934: Manufacturers 
of Textiles, Cotton-Wool; Manufacturers 
of Rayon Yarn; Manufacturers of Silk 
and Rayon Textiles Not Producing Yarn; 
Hosiery Manufacturers; Manufacturers 
of Apparel Other Than Hosiery and Foot- 





wear; and Miscellaneous Textile Manu- 
facturers. 

These summaries contain essentially the 
same information as the first forty-four 
reports of this series which have been 
released, but, unlike the first eighteen 
reports, they have not been printed in 
quantity and, therefore, are not available 
for free distribution. They are, however, 
open to public inspection and use at all 
the regional offices of the Securities and 
Exchange Commission. Copies may be se- 
cured from the Securities and Exchange 
Commission, Washington, D. C., at prices 
ranging from $4.20 to $6.20. 


Social Security Board 
Defines Standards 


Federal Security Administrator Paul V. 
McNutt announced recently the Social 
Security Board had dispatched to all 
state employment-security and_ public- 
assistance agencies the minimum standards 
for personnel merit systems which will 
serve as a basis for the establishment and 
maintenance of such systems to comply 
with amendments to the Social Security 
Act recently passed by Congress. 

Following conferences with Adminis- 
trator McNutt and with state employment- 
security and public-assistance officials, as 
well as with nationally known private- 
welfare officials, the Board adopted these 
standards as part of its responsibility 
under the act for the development of 
proper and efficient administration in 
State social-security programs. 

“We believe that merit standards being 
issued to the States represent the very 
minimum requirements under the Fed- 
eral act,” said Mr. McNutt. 


October Saw Largest Number 
of Job Placements 


With continuing expansion of indus- 
trial activity, the public employment of- 
fices, during October, made the largest 
number of job placements with private 
employers in the history of the service, 
it is announced by the Bureau of Em- 
ployment Security of the Social Security 
Board. At the same time unemployment- 
benefit payments to insured workers to- 
taled less than in any previous month in 
1939. Some 308,400 openings in private 
industry were filled, topping previous 
records for the fifth time this year. Ap- 
proximately one-half of these placements 
were on jobs of a continuing nature. 
Moreover the total number of persons 
seeking jobs through the public employ- 





ment offices dropped to the lowest level 
in 22 months. 

The October total of private place- 
ments was 7 per cent. above that of Sep- 
tember, but nearly 50 per cent. higher 
than in October of 1938 and 1937. During 
the first ten months of this year more than 
2,192,000 jobs in private industry were 
filled, an increase of about 42 per cent. 
over the same period in 1938. 

Increased employment opportunities 
were noted throughout the country, with 
thirty-two states, the District of Colum- 
bia, and Hawaii reporting gains. The 
most marked increases in placements were 
reported in the South Atlantic, Middle 
Atlantic, and the West North Central 
regions. The Pacific Coast was the only 
area to show a decrease, primarily be- 
cause of declines in agricultural place- 
ments. 


Restriction of Market Activities 
To Be Revised 


The financial community is discussing 
the probability of modification by the 
Securities and Exchange Commission of 
Section 16, of the Securities and Ex- 
change Act, which restricts the market 
activities of insiders, corporation officers, 
directors and holders of 10 per cent. 
equity or more. It is believed that some 
refinement of the original draft is thought 
to be advisable. 


When Attendance at Lectures 
Constitutes “Hours Worked” 


Further clarification of the manner in 
which the Wage and Hour Division views 
meetings and lectures attended by work- 
ers in connection with their employment 
was contained in a revision of Interpre- 
tative Bulletin No. 13, dealing with the 
whole subject of “hours worked” made 
public recently by Former Administrator 
Elmer F. Andrews of the Wage and Hour 
Division, United States Department of 
Labor. 

The bulletin, which discusses the man- 
ner of determining hours for which em- 
ployees are entitled to compensation under 
the Fair Labor Standards Act, contains a 
restatement, in more precise terms, of the 
enforcement policy of the Division in 
determining whether time spent in at- 
tending meetings or lectures should be 
considered “hours worked” under the 
Act and therefore paid for. 

The substance of this restatement has 
already been given in public statements 
and letters issued from time to time in 
dealing with specific problems submitted 
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for the advice of the General Counsel, 
George A. McNulty. The restatement has 
codified these individual opinions so that 
a clear and unified picture of the en- 
forcement policy on this matter is now 
available. The Bulletin is available on 
application to the Social Security Board. 


Safeguarding Investors Proving 
Big Undertaking 


A prominent public accountant, in a 
speech delivered recently before one of 
the societies of professional accountants, 
said: 


“Management must bear squarely on its 
shoulders the responsibility for its finan- 
cial statements. No matter how extensive 
a job is done by individual certified pub- 
lic accountants, it is impossible to safe- 
guard investors from unscrupulous man- 
agement entirely.” 


Organization and Operation of 
Management Investment Trusts 


The Securities and Exchange Commis- 
sion has transmitted to the Congress 
Chapter IV of Part Three of the Commis- 
sion’s over-all report in connection with 
its study of investment trusts and invest- 
ment companies which it has conducted 
pursuant to Section 3C of the Public 
Utility Holding Company Act of 1935. 
The study was under the general super- 
vision of Commissioner Robert E. Healy. 

Part Three deals primarily with what 
are termed the abuses and deficiencies in 
the organization and operation of man- 
agement investment trusts and investment 
companies. Chapter IV of that part, just 
transmitted to the Congress, relates to 
problems in connection with shifts in 
control, mergers, and consolidations of 
management investment companies. 


Basing Valuations on 
Prospective Earnings 


Commenting on the address by Chair- 
man Jerome N. Frank, of the Securities 
and Exchange Commission, before the 
Eighth Annual Meeting of The Control- 
lers Institute of America, Mr. G. Kibby 
Munson, attorney, of Washington, D. C., 
says: 


“His address illustrates again the fact 
that there is no definite formula to which 
known facts can be applied in arriving 
at a fixed valuation figure based on pro- 
spective earnings. As a matter of fact, 
there are really only two regulatory com- 





“CONTROLLER” TO GO TO FAR 
ENDS OF EARTH 


The controller of one of the larger 
companies of this country, a member 
of The Controllers Institute of Amer- 
ica, has placed with ‘’The Control- 
ler’’ an order for thirty-one annual 
subscriptions all but one of which 
are to go to the chief accountants of 
subsidiary companies situated in far 
away countries. 

Among the cities to which these 
copies of ‘The Controller’’ will be 
addressed are: Shanghai; Hankow; 
Tientsin; Hong Kong; Manila; Sai- 
gon, Indo-China; Singapore; Bata- 
via; Yokohama; Calcutta; Bombay; 
Colombo, Ceylon; Karachi, India; 
Madras; Rangoon; Capetown; Syd- 
ney; Melbourne; The Hague; Palem- 
bang, Sumatra; and Wellington, 
New Zealand. 

The subscriptions were dated back 
to the July, 1939, issue of ‘’The 
Controller,’’ this member stating 
that he wished the chief accountants 
of his company throughout the world 
to read the articles published during 
the summer and fall, on current con- 
trollership problems. 











missions in position to give real weight 
to earning power, the Interstate Com- 
merce Commission in carrying out pro- 
visions of Section 77 of the Bankruptcy 
Act, and the Securities and Exchange 
Commission under the Holding Company 
Act. Neither is attempting to fix a rate 
base as a foundation for a determination 
of reasonable rates, as are state commis- 
sions, and obviously one can not start 
with a determination of earnings pos- 
sibilities and capitalize them to arrive 
at a valuation as a basis for permitted 
earnings.” 


Detailed Verification of 
Transactions Not Expected 


“The New York Stock Exchange be- 
lieves that the investor expects many 
things of the independent auditor, but 
first I shall mention some which we be- 
lieve should not be expected. We do 
not expect the auditor to make a detailed 
verification of all transactions of listed 
companies. .... We do not expect him 
to qualify as a general appraiser or valu- 
ation expert of all the countless ma- 


terials which go to make up the stream 
of commerce and industry.” 

This is an excerpt from an address 
made by Mr. John Haskell, vice-presi- 
dent of the New York Stock Exchange, 
before the American Institute of Account- 
ants on the occasion of its annual meet- 
ing at San Francisco, September 21, 1939. 


No Material Increase in Buying for 
Future Needs 


Members of the District of Columbia 
Control of The Controllers Institute of 
America, at a meeting held October 24, in 
Washington, reviewed the proceedings of 
the Eighth Annual Meeting of The Insti- 
tute. 

Mr. Harold G. Haydon, of the Potomac 
Electric Power Company, speaking of the 
effect of the War on inventory practices, 
said: 

“The consensus of opinion among the 
delegates to the convention is that there 
has been no material increase in the buying 
for future needs because of the war. It 
was stated that such increase in buying 
has not exceeded a three months’ supply on 
the average.” 

In view of this report the members of 
the District of Columbia Control discussed 
their own company experiences with re- 
spect to increasing inventories in Washing- 
ton, D. C., and it was agreed that a like 
condition exists generally in this area. 
Among the utilities, the only evidence of 
increased buying is in those essential ma- 
terials which are necessary to maintain and 
guarantee adequate service, and such com- 
mittments are only from three to six months 
in excess of the normal. 





REGISTRATION FEE 

EFFECTIVE JANUARY 1, 1940 

A registration fee of $10, to 
cover the cost of examining the 
qualifications of applicants for 
membership, will be exacted from 
applicants for membership in THE 
CONTROLLERS INSTITUTE OF 
AMERICA, beginning January 1, 
1940. The Board of Directors of 
The Institute authorized imposi- 
tion of this fee at its September 
meeting. The first payment re- 
quired from an applicant for mem- 
bership will be, after the first of 
the year, $35, which will include 
the first year’s dues, of $25, and | 
the registration fee of $10. | 




















REVIEWS of Recent Business Publications 


TRUTH IN ACCOUNTING, by Kenneth 
MacNeal, C.P.A. University of Pennsyl- 
vania Press, Philadelphia. 350 pages. $3.50. 

This book presents what are really two 
separate theses, (1) that financial statements 
should tell the truth and (2) that the truth 
they tell should be concerning the value 
rather than the cost aspect of business trans- 
actions. There is much to be said for a 
better mutual understanding between those 
who prepare and those who read financial 
statements. It is not so evident that values 
are any more truthful than costs so long 
as there is a meeting of the minds between 
those who write and those who read. 

Truth is not partial to any single point 
of view or plane of reference, nor is it the 
monopoly of any one school of thought. It 
may be equally true that this is a magazine 
and that it is an assembly of protons, elec- 
trons and neutrons. Also, the same thing 
may be both red and noisy although the 
blind and the deaf may perceive it dif- 
ferently. Likewise, it may be just as true 
that the cost was one thousand dollars as 
that the value is something else. We can, 
however, agree with the author that ac- 
countants should not talk about values when 
they mean deferred costs. 

There ate really two wholly different 
basic accounting doctrines and a lot of mis- 
understanding is due to the failure to dis- 
tinguish between them. Under the older 
and traditional doctrine, never wholly fol- 
lowed, the balance sheet was supposed to 
show an instantaneous picture of the value 
of the net assets, i.e., of the net worth; and 
the profit of the year was supposed to be 
the increase in net worth from one balance 
sheet to another (plus or minus any pay- 
ments to or from stockholders). Under 
the more modern doctrine, not yet consist- 
ently accepted, profit is the excess of the 
gross income realized during the year over 
the money paid out to produce such in- 
come; and the balance sheet, as its name 
implies, shows merely the balances of in- 
come and outgo in process or in suspense. 
Either of these doctrines could be true if 
consistently taught, applied and interpreted, 
but the all too common habit of talking the 
language and theories of the older doctrine 
while using the practices of the modern doc- 
trine, lays the profession open to charges of 
inconsistency. 

The author believes with religious fervor 
that the balance sheet should show values, 
and the ideas set forth in this book are at 
least consistent with that belief. Those who 
believe differently should not be content 
merely with calling these ideas impractical. 
They should show an equal consistency in 
squaring their principles with their prac- 
tices. When they use costs and amortiza- 
tions of cost, they should not make believe 
they are dealing with values and depreci- 
ations of value, when of course they are 


not. Rather, they should build up the idea 
that they are using costs as costs because 
costs tell a more useful kind of truth than 
estimated values. When the profession 
uses something which is better, it is not 
good psychology to give the impression that 
it is used merely as a “conventional” sub- 
stitute for something not so good. People 
do not like substitutes; they want the genu- 
ine truth. 

The value of an asset, the author points 
out, is its “power in exchange,” which 
measured in money is its market price. Cost 
is the amount paid for it in the past and 
has nothing to do with its present worth. 
He does not find so much fault with the 
way cash, receivables, and payables are 
shown on the balance sheet, but he finds 
very little “truth” in the way the other 
items are expressed. Certainly none of the 
numerous interpretations of the lower of 
cost or market price is in any sense the 
value of merchandise or materials. Money 
spent for real estate during some past gen- 
eration or in some arranged sale has, of 
course, no connection with present value. 
The author is not wholly consistent, how- 
ever, when he accepts straight line depreci- 
ation based on replacement cost. He should 
demand the use of the market price of the 
asset in its existing condition. He does not 
object to deferred charges if they reflect the 
present value of a right to future services, 
but he does object to any idea that costs as 
such can be divided between the past and 
future. 

The author thinks we should appraise all 
the assets each year at their approximate 
true current value and that it is practical to 
do this. He says, “If all the facts were 
known regarding existing supply and de- 
mand, the imputing of an exact market 
price would be a simple matter.” But he 
admits, “Unfortunately, such information is 
rarely, if ever, available.” Hence, “the fac- 
tors influencing supply and demand must 
be analyzed in a search for a factor or a 
combination of factors that will lead to an 
approximation of market price, i.e., an in- 
dex of economic value.” 

It would not be fair to say that the au- 
thor overlooks the difficulties involved in 
an annual appraisal. If there were no such 
difficulties there would be no need for so 
long a book. He realizes that the sum of 
the value of the parts with each figured as 
if free for separate sale is not the same as 
the value of the whole into which the parts 
have been inseparably integrated. The cost 
of matching a given degree of serviceability 
may not agree with that of reproducing a 
precisely similar physical structure or mech- 
anism. In a rapidly changing technology 
few things are replaced in kind. While he 
recognizes and points out many difficulties 
and pitfalls, the reader is likely to feel that 
he minimizes them and is not likely to 
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share his trust in price indexes or in the 
ability of replacement cost to reflect value. 
An apostle, however, must be expected to 
have faith in his gospel. 

The net sum of the value of the various 
classes of assets owned will not agree with 
the value of the business as a whole, ex- 
cept perhaps in cases where liquidation is 
imminent. The value of a going business 
as a whole, the author agrees, is the present 
worth of the expected future earning power. 
Ordinarily it is reflected in the market price 
of the company’s shares. He does not ad- 
vocate inserting goodwill or “badwill’ on 
the balance sheet to cover this differential. 
Yet, if the balance sheet does not show the 
value of the business as a whole, it would 
appear to fall short of giving the stock 
holders the information the author thinks 
it should give. 

True to his older doctrine, the author be- 
lieves that a profit is made when an asset 
appreciates in value and that the account- 
ant’s test of realization is mere leaning- 
over-backward conservatism. Those who 
adhere to the more modern doctrine believe 
that increases in value are mere potential- 
ities with varying degrees of probability. 
While at times such probability may appear 
to approach reasonable certainty, more 
often there is a big chance of “‘a slip ’twixt 
the cup and the lip.” 

Expert opinions on value can be very 
useful in the same way as expert opinions 
concerning the fertility of eggs or the com- 
parative speed of a horse on which one 
proposes to bet to win. But would busi- 
ness be wise to count its chickens before 
they are hatched? Would the author dis- 
tribute his theoretical winnings and pay an 
income tax thereon merely because his ex- 
pert said the horse would win? Would he 
not prefer to wait until the end of the race? 

If the change in the value of the business 
as a whole were used as a measure of earn- 
ings, the net effect would be to amplify and 
distort the changes in both earnings and ap- 
parent value. If, for example, the value 
capitalizes earnings at ten per cent., a 
change in earnings would be reflected back 
in a ten-fold change in value, which again 
should be reflected in earnings and the cycle 
repeated. While the values of the indi- 
vidual assets will not fluctuate exactly the 
same as the value of the business as a 
whole, yet they are affected by similar de- 
mand and supply factors. 

The modern school believes that it is bet- 
ter to measure profits directly by measuring 
the flow of income and outgo. Over the 
entire life span of the business, profit is the 
excess of money received over money paid 
out. In the shorter run, profit is the ex- 
cess of the gross income realized over the 
outgo incurred to produce it. The income 
and outgo, at least, are provable facts. The 
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matching of one against the other involves 
tracing cause and effect. Sometimes the 
tracing involves some degree of judgment 
but the principle is at least clear. Values 
on the other hand, are largely subjective. 
Few of us have the same ideas on values 
as Our town assessors. 

A statement of affairs prepared when 
liquidation is under consideration should 
pay no attention to either original cost or 
replacement cost, but should be concerned 
only with the existing market for the sale 
of second-hand property. A balance sheet 
of a going concern, on the other hand, 
should be what its name implies, a state- 
ment of balances and not of values—a cross 
section of a moving stream. 

Such a statement would show the bal- 
ances of future cash receipts anticipated by 
credits to past earnings (because realized 
through acquisition of title to receivables) 
and of past cash expenditures deferred as 
charges against future earnings (materials, 
merchandise, buildings, equipment, prepaid 
expenses and other deferred charges). The 
fact that an expenditure is invested in a so- 
called intangible, like research, instead of 
in a tangible piece of steel would make no 
difference to accountants who have defi- 
nitely abandoned the “value’’ concept for 
the ‘deferred cost’’ concept. The only tests 
they would apply are (1) does this repre- 
sent an expenditure fairly chargeable against 
future income in accordance with the best 
cost accounting practice? and (2) is the 
expenditure still a sound investment with 
reasonable expectancy of future recovery? 
If the answers are yes the cost will be de- 
ferred on the balance sheet regardless of 
so-called “value” in an imaginary liquida- 
tion which nobody expects to take place. 

The primary purposes of accounting are 
to guide management and dividend policies 
and to determine tax liability. For these 
purposes it is more important to measure 
and determine the cause and effect relation- 
ships of the flow of income and outgo than 
to picture the hypothetical value at some 
given instant of a business which does not 
stand still. For credit purposes also, it is 
well to remember that debts are ordinarily 
paid from the excess of income over 
(other) outgo, rather than from the liqui- 
dation of values. An appraisal of the as- 
sets might be useful for insurance and oc- 
casional other purposes, such as a reorgani- 
zation, but it is hard to see how the expense 
of keeping it up to date could be warranted 
by any real utility. The stock holders should 
be more interested in management, indus- 
trial, and economic developments likely to 
influence future earnings. 

The questions stockholders would like 
answered are, what dividends will they get 
and what will be the future trend of the 
price of their shares? Dividends are paid 
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out of the balance of realized gross receipts 
rather than out of unrealized increments to 
the value of the real estate and other assets. 
The market price of the shares is more 
likely to vary with the earnings than with 
the appraised replacement cost or even the 
value of the assets. It is not so much the 
difference between the deferred cost and the 
value that bothers the stockholders. Rather, 
it is the fact that values themselves change 
so rapidly. What the stockholders need 
most is expert opinion as to the factors af- 
fecting the future trend in the price of their 
shares or in the amount of earnings or divi- 
dends and often this might be no harder or 
less reliable than any opinion concerning 
the “true value’’ of the assets. 

The author believes that the accounting 
profession is at the cross roads and that it 
must soon make up its mind whether it is 
to be limited to the function of a mere 
checker or whether it is to take a larger 
concept of its duties. This may well be, 
and yet it does not follow that accountants 
should undertake the role of the appraisal 
engineer. There are still vast undeveloped 
fields of usefulness in forecasting, budget- 
ing, and cost and market analysis. Also the 
fact that costs should be used in the balance 
sheet and profit and loss statement does not 
mean that data on values should be ignored 
or that individuals or firms may not broaden 
out into the field of management engineers 
and investment analysts and counselors. But 
it does seem desirable that a clear distinc- 
tion be maintained between the different 
stages of fact finding on the one hand, and 
mere experienced judgment on the other. 

This book raises questions which go to 
the very root of accounting principles and 
expresses plausibly what many laymen, 
some accountants and most appraisal engi- 
neers appear to think. For these reasons it 
deserves and should receive careful con- 
sideration even by—perhaps especially by— 
those who disagree with its recommenda- 
tions. 


Reviewed by E. STEWART FREEMAN. 


BRITISH WAGES BOARDS, A Study in 
Industrial Democracy, by Dorothy Sells. 
The Brookings Institution, Washington, 
D. C. 400 pages. $3. 

The right of government to regulate 
wages was recognized almost from the 
birth of the parliamentary system. After 
the Black Death had reduced the labor 
supply, employers demanded and in 1351 
obtained maximum wage legislation. 
After the industrial revolution reduced 
the needs for labor, employers became 
willing converts to laissez faire, but the 
workers began to agitate for minimum 
wage laws. They soon found, however, 
that without organization and without 
suffrage they were powerless to call the 
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ancient principle of state regulation into 
action on their behalf. 

This defeat in parliament gave rise to 
the first extensive use of direct action as 
a protest against the long hours, squalid 
conditions, and low pay which the new 
industrialism had brought. It was a long 
fight, but the end of the nineteenth cen- 
tury found the British working man in a 
new political and economic position, with 
the right to vote, the right to organize, an 
improved standard of living, and even 
an embryo Labor Party established. Still 
there remained a fringe of “sweated” 
workers in every trade. By 1909 a sys- 
tem of wages boards had been designed 
as a compromise between the Jaissez faire 
principle of government non-interference 
in industry and an awakened social con- 
sciousness. Under this plan representa- 
tives of employers and workers would 
themselves determine what the minimum 
rate of wages should be, without inter- 
fering with the right of either to organ- 
ize. 

During the war, wages were largely 
prescribed by government decree. After 
the war, the Whitley Committee acted as 
a vehicle for the articulation of a new 
conception of democracy. Great Britain 
it was felt had to be made a fit place 
for the heroes who had fought for de- 
mocracy to live in. The Committee made 
three basic proposals: (1) In well organ- 
ized industries, the establishment of vol- 
untary joint industrial councils (‘“Whitly 
Councils’), district councils, and works 
committees to serve as instruments of self 
government (including wage agreements) ; 
(2) for other industries, the revision and 
extension of the statutory wages boards 
set up in 1909; and (3) constitution of a 
standing voluntary arbitration tribunal, 
representative of the two parties to indus- 
try and the public, to settle disputes not 
settled by the others. Progress was made 
by the Trades Board Act of 1918. Pro- 
longed depression during the 1920's was 
a handicap to progress but the idea per- 
sisted and with the moderate revival of 
1934 a third and distinctly new phase of 
wages board development commenced. 

Successive chapters discuss (2) Wage 
Fixing Machinery, .(3) Administrative 
Organization, (4) Setting Up the Trade 
Boards, (5) The Trade Boards at Work, 
(6) Agricultural Wages Committees, (7) 
Determining Differential Minima, (8) 
Making Wage Determination Effective, 
(9) The Trade Board Crisis, (10) Pur- 
chasing Power of Workers, (11) Indus- 
trial Peace and Efficiency, and (12) Min- 
imum Wage Determination and Economic 
Democracy. There are also extensive ap- 
pendixes and statistical tables. 

The experience of the wages boards of 











Great Britain as studied in this book 
should help to answer for us the ques- 
tions, (1) is minimum wage legislation 
advisable and (2) what is the best method 
of applying the principle in a democratic 
regime. Though British society is more 
definitely stratified than ours, a more 
unified population has nevertheless pro- 
duced a highly developed and profound 
conception of democracy, which finds its 
source beneath superficial social customs, 
political forms, or economic standards in 
deep recognition of the inherent dignity 
of man. If the United States has taken 
pride in her technical achievements, it 
is also well to remember that Great 
Britain is far advanced in the art of hu- 
man relations. Good administration being 
primarily a matter of human character, 
judgment, and understanding rather than 
one of forms, filing systems, reports, or 
similar techniques, we in this country can 
learn much from Great Britain, especially 
on the administrative side. The British 
wages boards have been in operation for 
a sufficiently long period to be thor- 
oughly tested. The system is not only 
approved by employers, workers, and the 
public generally, but is conceded to be 
one of the most successful pieces of so- 
cial legislation yet placed upon the Brit- 
ish statute books. 

The success of the Boards is attributed 
to their gradual development to fit con- 
ditions, also to their business as opposed 
to a reformist point of view. They have 
not attempted to do too much or to do it 
too quickly. The continuity of the wages 
board personnel and the fact that price 
fixing has in no way been connected 
with their activity constitute other rea- 
sons for their effectiveness. The sense of 
fair play created by the authorities has 
been reflected in the acceptive attitude 
of employers. The workers on their part 
have exhibited a rare reasonableness even 
to the point of taking wage cuts without 
resorting to direct action. In the author’s 
view the British wages board system has 
thus developed into a living organism, 
dynamic, capable of growth and adapta- 
tion to changing economic requirements, 
and dedicated to the service of the public 
good. 

Reviewed by E. STEWART FREEMAN. 


ODD-LOT TRADING ON THE NEW 
YORK STOCK EXCHANGE, by Charles 
O. Hardy. The Brookings Institution, 


Washington, D. C. 200 pages. $1.50. 
On all the important American stock 
exchanges the standard method of trading 
is through oral bids and offers for blocks 
of stock of a specified size, known as 
“round-lots.” On the New York Stock 
Exchange the unit of trading in all except 





REVIEWS of Recent Business Publications 


the most inactive stocks is 100 shares. 
Most of the public attention has been 
centered on this round-lot market because 
of the importance of its price-making 
functions, its larger volume, and the full- 
ness and promptness with which its oper- 
ations are reported. The subsidiary odd- 
lot system has been much less publicized 
and is little understood by the great body 
of investors who patronize it. 

The volume of trading in odd-lots goes 
up and down with the trading in round- 
lots. The lowest percentage of odd-lot 
volume to reported round-lot volume 
since 1920 was 11.4 per cent. in 1925, 
and the highest 16.1 per cent. in 1937 
and 1938. Trades of 10, 20, 25 and 50 
shares make up about two-thirds of the 
total odd-lot volume. During the 19 
years, odd-lot sales by the public have 
amounted to 1,266 million shares and 
their odd-lot purchases have exceeded 
this by 73 million shares. This excess rep- 
resents principally the distribution of 
stock from large to small purchasers, but 
split-ups have also been a factor. It is 
doubtful if the odd-lot trading is much 
less speculative than the round-lot trad- 
ing. 

This study was undertaken by the 
Brookings Institution at the suggestion of 
and made possible by the cooperation of 
the three dealers who handle 97 per cent. 
of the odd-lot trade on the New York 
Stock Exchange. The number of shares 
traded by these three firms is much larger 
than the volume handled by any stock ex- 
change in the country outside New York 
City. 

Each of these odd-lot houses stands 
ready at all times to buy odd lots of any 
listed stock sold in 100-share round-lots 
at a fixed differential of 1214 cents a 
share below the price of the next round- 
lot sale after the order is received by its 
floor representative, and to sell such odd- 
lots at a price 1214 cents a share above 
the price of the next sale. These odd-lot 
houses deal with the public through other 
members of the exchange, principally the 
commission houses. They do not them- 
selves trade in round-lots except as the 
purchases and sales of odd-lots fail to 
balance. About 20 per cent. of the volume 
traded must in this way be offset by later 
purchases or sales in the round-lot mar- 
ket. When the public is buying odd-lots 
on balance, the odd-lot houses tend to 
have smaller long inventories or be short, 
and when the public is selling odd-lots, 
they tend to accumulate larger long inven- 
tories and smaller short positions. 

To the extent that purchases and sales 
of odd-lots offset, 1214 cents a share is 
made on each and 25 cents on the com- 
bined transaction, and there is no expense 
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for the execution and clearance of round- 
lot trades or for transfer taxes. Actual 
average profits, however, are very much 
smaller. When odd-lots must be paired 
directly against dealers round-lots, the 
house makes only 1214 cents gross, and 
must cover out of this the cost arising 
from both the round-lot and odd-lot 
transaction. With respect to trades that 
do not pair off at once, the problem is 
one of balancing the costs of round-lot 
trading against the costs and risks of 
carrying on inventory long or short—in 
the hope that it will be liquidated later 
by odd-lot orders. In one house, about 
10 per cent. of the odd-lot volume is now 
accounted for by 5 of the more active 
stocks, and 10 per cent. more by 7 stocks; 
while at the other extreme, 10 per cent. 
is contributed by 295 of the least active 
stocks, 

Current criticism of dealer withholding 
embodies two distinct theories; (1) The 
cushion theory that the test of the bene- 
ficial or harmful character of dealer trad- 
ing is found in its tendency to stabilize 
or unstabilize the market; (2) the con- 
duit theory that dealers should be neu- 
tral toward the market, transferring to 
it as quickly as possible all the demand 
and supply influences of the market. The 
author concludes that in the case of in- 
active stocks withholding is stabilizing 
whereas in the case of active stocks with- 
holding is more often unstabilizing, be- 
cause the odd-lot public tends to be on 
the opposite side of the market from 
that element in the round-lot market 
which dominates the price movements. 
The effect is less insignificant in violently 
changing than in normal markets. In the 
worst panic situation, dealer withholding 
is against the trend with a stabilizing 
tendency; in more moderate collapses, it 
is with the trend and unstabilizing in ef- 
fect. 

The public interest is not merely in 
having the price stabilized, but also in 
having it change as conditions change. 
The conduit theory would disfranchise 
the odd-lot dealer at all times; the cush- 
ion theory would disfranchise him except 
when his judgment was opposite to that 
of the public in general. Yet if the deal- 
er’s position gives him any advantage in 
gauging the trend of the market, his 
price vote should he all the more valu- 
able in fixing the ‘right price.” 

Some withholding of balances by odd- 
lot dealers is necessary under the present 
system because of (1) the impossibility 
of matching all odd-lots evenly against 
round-lots, (2) the direct costs of round- 
lot trading, (3) the tendency of forced 
trades of inactive stocks to affect the 
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" industrial and business field, ‘“Comptometer econ- 
he omy” is more than a phrase. It is a direct way to substantial savings 
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* Getting down to brass tacks, here are statements from five concerns 
u- in five different fields, whose use of Comptometer methods ranges 
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round-lot price against the dealer, and 
(4) the inability of brokers to keep up 
with the market under panic conditions. 

The odd-lot trader pays twice as much 
federal and state transfer taxes per share 
as the round-lot trader. These taxes are 
flagrantly regressive, not only for this 
reason but also because a tax per share 
is a heavier percentage of the lower than 
of the higher priced shares. As sales 
taxes, the tendency of such taxes is to 
discourage trade or possibly to drive it 
into other markets. In the author’s judg- 
ment, these taxes should be changed to 
ad valorem taxes based on market price 
and computed from brokers’ and dealers’ 
records and the double tax on odd-lots 
should be eliminated. 


Reviewed by E. STEWART FREEMAN. 


PRINCIPLES OF ACCOUNTING, by 
Professor Roy B. Kester, of Columbia Uni- 
versity. The Ronald Press, New York, 
N. Y. 700 pages. $4. 

This is the fourth edition of the au- 
thor’s well-known text book for the col- 
legiate study of accounting, the first 
edition of which was published in 1917. 
It introduces the student to the princi- 
ples of accounting and explains the way 
in which books and business records 
are kept. The first fifteen chapters are ele- 
mentary, but more advanced subjects are 
covered in later chapters. These discuss 
partnerships, corporations, consolidated 
statements, classes of securities and divi- 
dends thereon, negotiable instruments and 
other business papers, management con- 
trol, and graphic presentation. 


Reviewed by E. STEWART FREEMAN. 


PATENT TACTICS AND THE LAW; 
What the Industrial Executive and Engineer 
Should Know About Patents, by Roger 
Sherman Hoar. The Ronald Press, New 
York, New York. 240 pages. $4. 

A valid patent gives the owner the 17- 
year right to exclude all others from mak- 
ing, using, or selling anything within the 
purview of the patent claim; but it does not 
give to him the right to make, use, or sell 
his own invention if it happens to infringe 
the claims of some prior patent. In fact, 
most owners can not manufacture their 
own patented device without thereby in- 
fringing somebody else’s earlier patent. The 
making of the patented invention by others 
for scientific investigation or (except pat- 
ented games, toys, and the like), for 
amusement can not be prevented, but the 
manufacture or use (even by the innocent 
purchaser of a machine) for any other pur- 
pose or any sale can be stopped by injunc- 
tion or made the basis of a suit for damages 
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and an accounting for the profits, or both. 
Damages, however, are not limited by the 
profit or lack of profit of the infringer. 
The patentee may collect three times what 
he himself would have made if his trade 
had not been taken away. 

No rights inure to a patentee until the 
patent issues. A trade mark, on the other 
hand, exists by virtue of its use by the 
owner and the registration adds merely the 
right to resort to the federal courts for 
protection against infringers. A valid trade 
mark exists prior to registration; and con- 
versely registration gives no vitality to a 
trade mark which is not in actual com- 
mercial use prior to registration. 

A copyright is a 28-year monopoly (ex- 
tendable to 56 years) granted to the author 
or proprietor of a writing, musical compo- 
sition, map, work of art, scientific or tech- 
nical drawing or plastic work, print, illus- 
tration, or motion picture. A design pat- 
ent may be obtained for 314, 7 or 14 years 
to cover any new, original, and ornamental 
design for an article of manufacture. Also 
prints on labels may be registered. 

While an inventor has some common law 
rights in his invention and can sometimes 
collect damages from one who gets the idea 
from him and uses it, and can restrain per- 
sons from divulging his secret, yet it is 
dificult to prove where the infringer got 
the idea. A patentee on the other hand 
can collect from a total stranger who did 
not get the idea from him at all. If one 
is sure that one does not wish to patent an 
idea one can prevent others from patenting 
it (unless prior conceived) by publishing 
a full account in some technical magazine. 
A patent is valuable, not only to keep 
others from making your device, but also 
to keep others from patenting your device 
and thus keeping you from making it your- 
self. The first inventor is not necessarily 
secure. It is possible for a subsequent in- 
ventor to obtain a patent which (owing to 
the omission of certain acts of the earlier 
inventor) may be held valid in spite of 
proof of the earlier conception, and thus 
become able to enjoin the earlier inventor 
from using the device. 

Only the original inventor or discoverer 
(not the manufacturer or first importer) is 
entitled to a patent, but if he dies, his 
legal representative may act for him. After 
the patent is obtained it may be assigned 
to another and upon its sale the patentee 
parts with all his rights. In the absence 
of a specific agreement, joint owners of a 
patent can act independently without ac- 
counting to the others; any one of them 
may issue a valid license under the patent. 
In the United States a patent is not valid if 
the names in which it stands fail to in- 
clude all of the original inventors or in- 
clude anybody not one of the original 
inventors. Thus it may invalidate a patent 


446 





to include through courtesy the name of 
the boss or helper as a joint inventor. It 
is customary for employers to insist that 
technical employees shall agree in writing 
to assign all inventions made during their 
employment and such agreements are usu- 
ally sustained by the courts. The contract 
should be drawn so as to cover ideas con- 
ceived before employment which are not 
specified as exceptions. 

Any new and useful art, machine, manu- 
facture, or composition of matter or any 
new and useful improvements thereof not 
known or used by others in this country 
and not patented or described in any printed 
publication in this or any foreign country 
before his invention or discovery thereof 
or more than two years prior to his appli- 
cation and not in public use or on sale in 
this country more than two years prior to 
his application, may be patented. A patent 
to be valuable must be valid, must be un- 
dominated, must relate to some invention 
valuable in itself, must cover that invention 
adequately, and must be owned by or li- 
censed to somebody able to exploit it. 

While a patent is prima facie valid the 
courts can declare it invalid. The monopoly 
it confers extends only to what is novel, 
even though the claims are broader. Fur- 
thermore if all the claims are so broad as 
to embrace that which is not novel, they 
are all void and the patent will not protect 
even that which is within its scope. A 
claim is a definition. Every word added 
to it narrows its scope. An anticipation 
search at Washington is advisable before 
filing. Prior art of a similar nature might 
jeopardize a claim which is made too broad 
while the lack of such art might warrant a 
broadening of the claims. A broad claim 
may help to smoke out a good deal of prior 
art and thus show the inventor where he 
stands. Narrow claims promote speed and 
a clear record. Even when broad claims 
are acceptable it is essential to include also 
narrow claims so that if one is thrown out 
or later invalidated the other may retain 
the toe hold. Many an invalid patent has 
reaped a fortune for its owner before it was 
finally upset. On the other hand, patents 
have been sustained in five circuits only to 
be held invalid in the sixth and in the 
Supreme Court. 

A patent may be anticipated by a prior 
device if there can be found in a prior de- 
vice an element to which its descriptive 
phrase applies. A prior patent dominates 
a subsequent device if a descriptive phrase 
in such patent covers the subsequent device. 
Anticipation and domination are thus an- 
tithetically different and have nothing what- 
ever to do with each other. While an 
anticipated device can not be covered by a 
valid patent a dominated patent may be 
valid, but the holder of the dominating pat- 
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“So now Pim sitting pretty.. 











| The Boss came out ruving tne other day. “I’ve got the 
whole 1940 line to price, Miss Lane—every item with a 
different cost and profit margin. And I need it quick!’ 








2 It came to me in a flash. ‘Give me ten minutes, Mr. 
Hughes’... and I practically snatched the papers out of 
his hand. ‘Hey, where are you going?’ he roared after me. 





* 

J Iwas back from your office in no time. ‘Here you are, 
sir—model number, cost, profit and selling price—all 
printed on this tape.’ He couldn’t believe it.‘How in—’ 











M4 ‘It’s Remington Rand’s new Printing Calculator,’ I 
said. ‘The firm next door just bought one.’...‘H’mm,’ he 
h’mmed. ‘Let’s get one in here quick,’ and with a swell 
smile, ‘ You'll be a little richer, beginning next payday.’” 














Every kind of business can use the Printing Calculator in 
dozens of ways, every day. It’s the only machine of its kind 
which adds, subtracts, multiplies electrically, divides auto- 
matically ... and prints all factors on the tape for a per- 
manent record of every calculation. See it in action... 
arrange for a free demonstration today! 


2 
Remington Rand Ine. 
BUFFALO e NEW YORK 
In Canada: 199 Bay Street, Toronto 


World’s Largest Makers of Adding and Bookkeeping Machines, Systems and Spine | 
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SOME KIND WORDS FROM 
A CONTROLLER 
To the Editor: 

Having had plenty of time to reflect 
upon the proceedings of the latest Annual 
Meeting of the Institute, I feel the urge to 
express my feelings in regard to the effect 
upon me personally, with the hope that 
I am voicing the thoughts of other mem- 
bers. 

I have attended all the Annual Meetings 
and it has been interesting to observe the 
increasing attendance both in members and 
enthusiasm. Each meeting, especially the 
last one, has been progressively helpful and 
enjoyable, and the nature of the programs, 
the prominent speakers including some of 
our own members, and the ever widening 
scope of subjects considered, are evidence 
of The Institute’s surprising growth along 
the lines of high standard of membership 
and ethics, which is truly reflected in the 
roster of its Officers and Directors. 

The result of attendance at each meet- 
ing has been the deepening of old friend- 
ships and making of new ones, with oppor- 
tunities to discuss confidentially our com- 
mon problems and encouragement to face 
everyday responsibilities in the realization 
that one has the understanding support of 
fellow members. 

Occasional visits to headquarters during 
the year and the cordial and helpful recep- 
tion extended by the genial Managing Di- 
rector and members of his staff, are a val- 
uable contribution to the privileges of 
membership. Such contacts make it obvious 
why there is such smooth functioning of 
the numerous details which are essential 
to the success of the Annual Meetings. 

These facts demonstrate anew to me that 
The Institute and for what it stands, have 
proved a timely help for those performing 
the functions of a controller and I have 
derived much help and encouragement to- 
gether with a sense of pride from my mem- 
bership in The Controllers Institute of 
America. 

Let us go forward with confidence. 


C. ELiis SPENCER 


COMMENDS REPORT ON 
TAX REVISION 


To the Editor: 


The Institute’s Committee on Coopera- 
tion with the Treasury Department is to 
be congratulated on the constructive sug- 
gestions they submitted to the United States 
Treasury Department for improvement in 
the Federal tax laws and their administra- 
tion. 

The suggestions are a real contribution 
to ciarification of the present tax law mud- 





dle and should aid the Treasury Depart- 
ment and the Ways and Means Committee 
materially in the development of a tax 
revision program to place the present tax 
structure on a basis which is more equi- 
table and easier to administer. 
The memorandum has been presented 
in a clear, concise and convincing manner. 
L. W. JAEGER, 
Colonial Optical Company, 
New York City 


REPORT ON TAX REVISION 
CONSTRUCTIVE JOB 
To the Editor: 

Please extend to Mr. Hamrick and _ his 
Committee on Cooperation with the Treas- 
uty Department my congratulations for the 
fine work they have done, as set forth in 
the pamphlet received this morning. It 
is a most constructive job, and should, if 
it receives the consideration to which it is 
entitled, go far towards reducing the num- 
ber of costly tax cases. 

D. H. BENDER 


MEETINGS WELL WORTH TIME 
SPENT IN ATTENDANCE 


To the Editor: 

I enjoyed so much those meetings of the 
Eighth Annual Convention which I attended 
that I was very much disappointed when 
other engagements forced me to miss a few. 
I feel that these meetings are well worth 
the time spent on them. 

H. F. Jopp, 
Dictaphone Corporation, 
Bridgeport, Connecticut 


To the Editor: 


The current importance of the subject 
matters presented at the various sessions 
of the Annual Meeting and the very envi- 
able position The Institute occupies before 
state and governmental bodies should, 
through the membership of The Institute, 
inure to the benefit of the corporations 
which the respective members serve. 

Epwarp V. MILLs, 
Firemen’s Fund _ Insurance, 
Company, San Francisco 


CONGRATULATES INSTITUTE 
ON OUTSTANDING MEETING 
To the Editor: 

The Controllers Institute of America is 
to be congratulated again on an outstanding 
annual meeting. I am sure that everybody 
who attended the meeting must feel that his 


448 


time was especially well spent. Incidentally, 
it was a pleasure to see you again.” 
R. S. HOLDEN, 
Public Service Company of 
Northern Illinois, Chicago 


IN ACCORD WITH EXCHANGE’S 
RECOMMENDATIONS 


We have read with interest the portion 
of the report drafted by the Sub-Commit- 
tee of the Committee on Stock List of the 
New York Stock Exchange, of which Mr. 
William K. Beckers is chairman, which was 
published recently in THE CONTROLLER. 

We are heartily in accord with these 
recommendations and we believe that cor- 
porate officers are more and more becom- 
ing to recognize the controller or chief 
financial officer as a vital link between 
management and the board of directors. 

It is our opinion that as corporations 
recognize this, their by-laws will be 
changed to include the controller as an 
elective officer, responsible directly to the 
board of directors. Each year more prog- 
ress seems to be made in this direction. 

HERBERT J. NOBLE, 
Taylor Instrument Companies, 
Rochester, New York 


FINDS “CONTROLLER” USEFUL 
AND INTERESTING 
To the Editor: 

I have subscribed to your monthly pub- 
lication for the past two years and have 
found so much of interest and helpfulness 
in each month’s issue that I decided to 
send in my application for membership in 
The Controllers Institute of America. 

THE CONTROLLER is the most useful, 
interesting and up to the minute periodical 
that comes to my desk, though I subscribe 
to many well known magazines with na- 
tional reputations and very large circula- 
tion. 

A. W. PRICE, 

Memphis Light, Gas & Water Com- 
pany, Memphis, Tennessee 


CONGRATULATES COMMITTEE 
FOR FINE JOB 
To the Editor: 

I have carefully reviewed the memo- 
randum to the United States Treasury De- 
partment in connection with ‘Suggestions 
for Improvement in the Federal Tax Laws 
and the Administration Thereof.’ I think 
the committee is to be congratulated for 
the fine job that has been done. 

H. P. THORNTON, 
White Motor Company, 
Cleveland, Ohio 
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International Business Machines Engineering 


i h h Lf if and Research Laboratory; Endicott, New York 


Better Business Management 


A continuous program of research, engineering and 
development lies behind the performance and high 
reputation of International Business Machines and 
methods. The International policy calls for inven- 
tion, expert designing, testing and experimentation. It 
includes diligent research into the ways and means of 
improving the machines and methods of business 
management. 

The building shown above is one of the best 
equipped industrial laboratories in the world. In this S 
building, International engineers and skilled tech- Engineers recording performance of International Electric 


Accounting Machine 





nicians are constantly striving to improve today’s ma- 
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chines and laying plans to meet the business needs of 

tomorrow. and highest machine performance. These quali- 
This alert engineering policy assures the custom- ties in turn make for maximum efficiency in 


ers of this company of improved machine methods _ business administration. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building Branch Offices 
590 MADISON AVENUE, NEW YORK, N.Y. IN PRINCIPAL CITIES OF THE WORLD 


Please mention THE CONTROLLER in communicating with advertisers 








Book Reviews 

(Continued from page 446) 
ent can prevent the use of the other patent 
or collect royalties on what is manufactured 
under it. A new device may infringe the 
claims of some prior patent and yet con- 
stitute a sufficient improvement over the 
showing of the prior patent to warrant a 
subsidiary patent dominated by the prior 
patent. Or, conversely, a prior patent may 
contain a sufficient showing to prevent the 
new claim from being novel and allowable 
and yet not dominate it, for the prior pat- 
ent may be invalid or expired. Thus the 
rejection of a patent will not necessarily 
bar the applicant from proceeding with 
his device, nor will the allowance of a 
patent prove that he is free to proceed with- 
out infringing the rights of another. 

Every business concern, however small, 
should have one person (with as many as- 
sistants as necessary) to look after patents 
so that whatever is done will be done sys- 
tematically. He should be under the direct 
supervision of the chief engineer, but there 
should be an advisory board consisting of 
the head of the legal department, the chief 
engineer and the sales managers. At least 
one draftsman should be trained in patent 
work. 

The moment a new and useful invention 
is conceived the inventor should at once 
prepare an “evidence of conception.” There 
is, however, no magic in merely having the 
inventor's first drawing bear the signatures 
of two witnesses and be attested by a 
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notary. The real requirement is the assur- 
ance that at least one outsider has under- 
stood the invention on the date in question 
and will so testify convincingly in court. 
The next step should be to use due dili- 
gence in “reduction to practice.” If the 
inventor later applies for a patent a “dili- 
gent reduction to practice” is sufficient to 
entitle him to claim his original conception 
date. But if he does not apply for a patent 
he will have to rely on his first bona fide 
sale, public use or publication. But the 
latter starts a two-year period within which 
the application for the patent must be made. 
Publication has the additional danger of 
being construed as a dedication of the in- 
vention to the public. On the whole, there- 
fore, it is much wiser to apply for a patent 
even for the mere purpose of retaining 
one’s own right to make one’s own inven- 
tion. The bell sign on telephones today 
instead of gray paint is due to the prompt- 
ness with which Dr. Bell patented his idea; 
a delay of three hours might have enabled 
Gray to antedate him. 

A patent application is like a law con- 
test between (1) the examiner represent- 
ing the public and trying to give the in- 
ventor the least possible monopoly in re- 
turn for his disclosure; and (2) the at- 
torney representing the inventor and try- 
ing to get as much as possible for his client. 
The patent office staff is not supposed to 
look after the interests of an applicant. 
Nor do they purport to be experts on 
either engineering feasibility or commercial 





prospects. They pass merely upon the pat- 
entability of the patents, not upon its value. 
A knowledge of how the minds of ex- 
aminers work is even more important to 
the success of a patent application than 


is a knowledge of patent law. Many a 
patent proceeding has been spoiled through 
the failure of an executive to keep intel- 
ligently in touch with the different moves 
which his attorney was making. The appli- 
cation consists of (1) a complete disclosure 
of the invention so that those skilled in 
the particular art will be able to duplicate 
it; and (2) claims as to what part of the 
disclosure the inventor wishes protected by 
the patent. The claims alone are the 
measure of the patentee’s rights. What is 
not claimed is not patented and hence can 
not be infringed. The specifications and 
claims of a patent thus constitute one of the 
most difficult legal instruments to draw 
with accuracy. The statement of the ob- 
jects and advantages should be complete 
and well drawn for three reasons: (1) to 
differentiate the device from the prior art; 
(2) to entitle the patent when issued, to 
the broadest possible interpretation by the 
courts; and (3) to help sell the idea to 
the examiner and to give the patent a good 
advertising front for its sale to a manu- 
facturer. 

A single invention may involve a new ap- 
paratus, a new process, and a new product. 
Or any one of the two may be old and the 
others or other new. All possible should be 
claimed. A product patent is the only pro- 
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tection against competitive importation. The 
product is patentable only if new; an old 
product although produced in a wholly new 
way is not patentable. The process is patent- 
able apart from the apparatus if it can be 
practiced by some other apparatus or with- 


out any apparatus. If the device is clearly . 


not patentable one can nevertheless obtain 
the right to use the magic words “Reg- 
istered in U. S. Patent Office” by marking 
the device with a trade mark and having 
the trade mark registered. 

The author concludes with the statement 
that “In general the executive should re- 
member that nearly every bit of current be- 
lief about patent law is decidedly not so. 
The more that anyone says ‘Oh, everybody 
knows that!’ the wiser it will be for the 
executive to go to some authoritative book 
and look it up!” This book would give him 
a very good start. 


Reviewed by E. STEWART FREEMAN. 


PROPERTY RECORDS SYSTEMS, by 
Property Records Committee, Accounting 
Section, American Gas Association. 144 
pages. $2.50. 

Since the nature of the property records 
problem varies widely in different com- 
panies, and since equally correct and satis- 
factory solutions may assume widely di- 
vergent forms, the Property Records Com- 
mittee of the American Gas Association, 
as a whole, is not making any recommenda- 
tions with respect to specific procedures. 
The Committee, however, does recommend 
careful study of the basic principles which 
are fundamental to obtaining satisfactory 
results in the operation of any property 
records system. Such principles, one of 
the most important of which is a clear dis- 
tinction between a continuing property rec- 
ord unit and a retirement unit, are dis- 
cussed at length in the Committee’s report. 
All of the plans which were prepared in- 
dependently by twelve members of the 
Committee are reproduced in full in this 
report. 

Reviewed by O. W. BREWER. 


Personal Notes 


Mr. S. W. Duhig, of the Shell Union 
Oil Corporation, was appointed chairman 
of the American Petroleum Institute’s 
Committee on Uniform Methods of Oil 
Accounting at a meeting held in San 
Francisco in November. Many control- 
lers of oil companies who are members 
of The Controllers Institute of America 
have served on that committee, several 
of them in the capacity of chairman. The 
full makeup of the committee will be an- 
nounced shortly. 


Mr. Stacy L. Angle, formerly auditor 
of the Minneapolis-Moline Power Im- 
plement Company, has been elected con- 
troller of the company, also treasurer and 
a member of the board of directors. As 
director, he succeeds Mr. W. S. Peddie, 
deceased. 
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FOR 29 YEARS Marchant has remained unrivalled in 
its creation of the many features indispensable to any 
modern calculator...unrivalled in providing business 
with the truly efficient automatic figuring it so profit- 
ably employs. 

Marchant leads with these “FIRSTS” 

in American commercial manufacture! 


...in producing a rotary-type calculator! 
... to make an electrically operated calculator! 
.-. with electric carriage shifting! 


.-. by years with electric dial clearance! 


.-.and more “firsts” by Marchant: true figure dials for 
all 3 factors; automatic counter control; complete 
capacity carry-over; separate add and subtract 
bars; one hand keyboard control; “Silent Speed” 
continuously flowing dials and mechanism; automatic 
concurrent multiplication; etc., etc.... 





and now...Marchant again leads with 


--- Selective Carriage Control...that increases 
figure production by automatically tabulat- 
ing the carriage to next starting position... 
ready for instant operation...with or without 

; simultaneous clearance of any or all dials! 
90th 
yea r M, Copyrient 1939 
29 YEARS of calculator "'firsts’’...29 years of 
concentration on the creation of finer calcula- 


tors...naturally Marchant dominates the fleld 
of figures in all 'round efficiency! 


MARCHANT 
flank fpocced (CULATORS 


MARCHANT CALCULATING MACHINE COMPANY 
Home Office: Oakland, California, U.S. A. 


Sales Agencies and Manufacturer's Service Stations in all Principal Cities 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held November 20, 1939, the applicants 
named below were elected to active mem- 
bership in The Institute: 


J. C. ANDERSON 
Standard Oil Company (New Jersey), 
New York City. 

GerorGE E. BENSON 
Hawaiian Pineapple Company, Ltd., San 
Francisco. 

ALFRED J. BLAsSCco 
Interstate Securities Company, 
City, Missouri. 

PEARCE F. BOYER 
Republic Steel Corporation, Cleveland. 

CLAUD BROWN 
International Printing Ink Corporation, 
New York City. 

Harry M. Brown 
Comstock Canning Corporation, New- 
atk, New York. 

THoMas W. Darby 
Westinghouse Electric Elevator Company, 
Jersey City. 

P. A. DELANEY 
The Marine Midland Trust Company, 
New York City. 

GeorceE S. DIVELY 
Harris-Seybold-Potter 
land. 

HarotD A. DwYER 
American Oil & Supply Company, New- 
ark, New Jersey. 

T. M. ELIASON 
Atlas Powder Company, 
Delaware. 

HENRY F. GOLL 
Prest-O-Lite Storage Battery Corporation, 
Indianapolis. 

F. A. GREENWOOD 
Interstate Hosiery Mills, Inc., Lansdale, 
Pennsylvania. 

PAUL Gross, Jr. 

Railway Express Agency, Inc., Chicago. 

VERNARD D. HANNA 
Wolverine Tube Company, Detroit. 

DALE R. HopceEs 
Diamond Chain and Manufacturing Com- 
pany, Indianapolis. 

WILLIAM C. HOGUE 
Eberhard Faber Pencil Company, Brook- 
lyn, New York. 

HENRY R. HOLMGREN 
The Pullman Company, Chicago. 

GEorGE F. NEILL HUTCHINGS 
Tennessee Coal, Iron and Railroad Com- 
pany, Birmingham, Alabama. 

WILLIAM J. JACQUETTE 
White Tower Management Corporation, 
Pittsburgh. 

ALFRED W. KIRBY 
Simmons Hardware Company, St. Louis. 


Kansas 


Company, Cleve- 


Wilmington, 


CHARLES R, KEOGH 
American National Bank at Indianapolis, 
Indianapolis. 
HAROLD S. KUHNS 
The Haloid Company, Rochester, New 
York. 
CHARLES C. LOONEY 
Harris Trust and Savings Bank, Chicago. 
J. Krut MAnHRDT 
The Indiana National Bank, Indianapolis. 
J. G. MAIONE 
Strohmeyer & Arpe Company, New York 
City. 
WALTER P. MARSHALL 
Postal Telegraph-Cable Company, New 
York City. 
R. W. MICHENER 
Sword Steamship Line, Inc., New York 
City. 
JAMES B. MurRAY 
The Amalgamated Bank of New York, 
New York City. 
Haroitp E. NELSON 
General Timber Service, Inc., St. Paul, 
Minnesota. 
WiLuis P. OBERLIN 
John Wood Manufacturing Company, 
Inc., Chicago. 
J. MAYNARD PETERSON 
Western Cartridge Company, East Alton, 
Illinois. 
HAROLD PITTIS 
The Mentholatum Company, Inc., Wil- 
mington, Delaware. 
KarRL M. PLACE 
Potter Drug & Chemical Corporation, 
Malden, Massachusetts. 
E. M. PRATT 
Bower Roller Bearing Company, Detroit. 
F. J. SCHLATTER 
Kingston Products Corporation, Kokomo, 
Indiana. 
GrEorGE A. SCHWANINGER 
Mergenthaler Linotype Company, Brook- 
lyn, New York. 
E. C. SCHWIER 


Indianapolis Water Company, Indian- 
apolis. 
D. ADDISON STILES 

Glenwood Range Company, Taunton, 


Massachusetts. 

Haro_p W. WURSTER 
Murray Corporation of America, De- 
troit. 


Conferences of Accounting Section 
of A. G. A. 

Winding up a year of exceptional activ- 
ity and outstanding achievement, the Ac- 
counting Section of the American Gas 
Association held a highly successful meet- 
ing and a series of luncheon conferences 
during the annual convention of the asso- 
ciation at Hotel Pennsylvania, New York, 
October 9-12. 
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MEETINGS OF CONTROLS 


Syracuse: 

Topic: “General Manager’s Angle on 
the Controller’s Function in the 
Business Organization” 

A round-table discussion was held by 
the Syracuse Control at its regular 
monthly meeting on November 21 at the 
Syracuse Industrial Club. The subject 
was “General Manager’s Angle on the 
Controller's Function in the Business Or- 
ganization,” and the discussion leader 
was Mr. M. E. Robertson, general man- 
ager of Oneida, Ltd. The meeting proved 
to be one of the best that the Control has 
held, the members showing deep interest 
in the subject. 


Topic: “Distribution Costs and In- 
centive Plans for Salesmen” 

A round-table discussion was held at the 
monthly meeting of the Syracuse Control on 
October 19 at the Syracuse Industrial Club. 
The subject was ‘Distribution Costs and 
Incentive Plans for Salesmen,” and member 
D. K. Van Cleef, of L. C. Smith and 
Corona Typewriter, Incorporated, led the 
discussion. Each member present gave an 
outline of his company’s method, and the 
meeting proved to be one of the best that 
the Control has held. 


Twin Cities: 
Topic: “Forms and Methods of Han- 
dling Retail Store Accounting” 
The vice-president of the Twin Cities 
Control, Mr. R. A. Lee, of Powers Mer- 
cantile Company, Minneapolis, presided 
at the monthly meeting of the Control 
which was held on November 7 at the 
St. Paul Athletic Club. The speaker of 
the evening was Mr. R. H. Doe, a direc- 
tor of the Control and controller of the 
Emporium Department Store in St. Paul. 
He gave a very interesting address on 
his duties as controller of this com- 
pany, describing forms and methods in 
handling retail store accounting. His 
address and the general discussion which 
followed were enjoyed by all members 
present. The members decided to hold the 
annual Christmas party on the scheduled 
meeting night in December, which is 
Tuesday, December 5. 


Buffalo: 
Topic: “Civic Control” 
Mr. Melvin H. Baker, president of the 
National Gypsum Company, addressed 
the Buffalo Control at its monthly meet- 
ing which was held on November 6 at 
the Buffalo Club. His subject was “Civic 
Control.” The meeting was largely at- 
tended and the members expressed their 
appreciation of Mr. Baker’s contribution 
to its success. 
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Chicago: 
Topic: “How Will Controllers In- 
fluence Management?” 

On November 14 the Chicago Control 
held the second technical meeting this 
fall at Harvey’s Restaurant. Mr. Martin 
Keagy, who is chairman of the Technical 
Committee, conducted the meeting. The 
subject ‘How Will Controllers Influence 
Management?” was suggested by the 
outcome of the technical discussion held 
last spring. The opinion then was that the 
controller could _be most effective by 
working through management. The ques- 
tion of “How” was explored at this ses- 
sion. 


Topic: “Popular Beliefs That Are 
Not So” 


Amusing and important fallacies which 
influence popular thinking about health 
claimed the attention of members of the 
Chicago Control at the monthly meeting 
on November 28 at Harvey’s Restaurant. 
The guest speaker was Dr. W. W. Bauer, 
Director of Health, Education, and Ra- 
dio Broadcasts for the American Medical 
Association, and Associate Editor of 
Hygeia, its health magazine. He has been 
a practising physician, both urban and rural, 
army physician and sanitarian, school phy- 
sician, contagious disease “controller,” hos- 
pital superintendent, health commissioner 
(Racine, Wisconsin), and for the past 
eight years has functioned in his present 
capacity. His radio experience includes 
numerous local stations in all parts of the 
country as well as the Columbia and Na- 
tional net works. Questions culled from 
correspondence with lay persons totalling 
more than 12,000 letters a year were used 
to demonstrate the “popular beliefs which 
are not so.” 


Cincinnati: 
Topic: “Revenue Act of 1939” 
The Program Committee of the Cin- 
cinnati Control scheduled the subject 
“Revenue Act of 1939” for the third 
monthly meeting which was held on 
November 14 at the Hotel Alms. Mr. 
Thomas J. Keenan, tax counsel of Cin- 
cinnati Gas & Electric Company, was the 
speaker and member Carl De Buck, of 
The Union Central Life Insurance Com- 
pany, led the discussion. 


Cleveland: 
Topic: “Management Problems 
Handed to the Controller” 

At the monthly meeting of the Cleve- 
land Control on November 14 at the Ho- 
tel Cleveland the subject of ‘Management 
Problems Handed to the Controller” was 
divided into three parts as follows: 

1. Manufacturing and operating prob- 
lems, 

2. Financial problems, 

3. Personnel problems. 

Mr. R. I. Mitchell led the discussion 
on the first division assisted by Messrs. 


Heidgen, Forsythe, and Dunlap. Mr. J. J. 
Anzalone led the second, assisted by 
Messrs. Thornton, Patch and Tobin. Mr. 
L. D. McDonald with the assistance of 
three members took the third topic. Dis- 
cussion on each division was limited to 
forty-five minutes. The meeting was well 
attended and all members joined in the 
discussion. 


Connecticut: 
Topic: “The Fair Labor Standards 
Act” 

The Connecticut Control held its 
monthly meeting on November 1 at the 
City Club, Hartford, Connecticut. The 
subject was “The Fair Labor Standards 
Act” and the speaker was Mr. Morgan R. 
Mooney, deputy commissioner, Depatt- 
ment of Labor and Factory Inspection, 
State of Connecticut. A discussion fol- 
lowed. 


Dayton: 
Topic: “Inventory Problems” 
The regular monthly meeting of the 
Dayton Control was held on November 
9 at the Van Cleve Hotel. Mr. E. W. 
Weston, of the Weston Paper and Manu- 
facturing Company, a director of the 
Control, led an excellent discussion on 
the subject of “Inventory Problems.” 
Various methods used in inventorying 
and the responsibilities involved were 
discussed. An attempt to arrive at the solu- 
tion of some of the accompanying prob- 
lems made the meeting very worth while. 
A monthly meeting of the Board of Di- 
rectors was held at noon on November 22. 


Detroit: 
Topic: “The War Situation” 
The regular monthly meeting of the 
Detroit Control was held on November 
8 at the Hotel Statler. Mr. Russell Barnes 
of the Detroit News was the guest speaker 
and informally discussed the war situation. 
He is exceptionally well informed on this 
subject and gladly answered questions from 
the floor. Announcement was made by Di- 
rector O. A. Waldow, National Bank of 
Detroit, in charge of programs, of a social 
gathering in the form of a Thanksgiving 
Party to include the ladies. It was held on 
November 17 at the Detroit Athletic Club. 


District of Columbia: 
Topic: “Multipie Management” 
Mr. Brooke E. Furr, of McCormick & 
Company, Inc., Baltimore, addressed the 
District of Columbia Control at its reg- 
ular meeting on November 28 at the 
Carlton Hotel. His subject was “Multiple 
Management.”” Mr. W. R. Little, of Eve- 
ning Star Newspaper Company, a direc- 
tor of the Control, submitted proposed 
resolutions with respect to amendments 
of the District of Columbia Unemploy- 
ment Compensation Law. These amend- 
ments were for the purpose of reducing 
the tax rate and tax basis to bring the 
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District Law into line with the Federal 
Social Security Act. As this meeting was 
of such special interest to all, members 
invited as guests their associates in and 
executives of their companies. 


Indianapolis: 

Topic: “The Procedure To Be Fol- 
lowed under the New Social Se- 
curity Laws” 

Mr. Peter J. Van Geyt, local manager 
of the Social Security Board, spoke at the 
monthly meeting of the Indianapolis Con- 
trol on November 29 at the Marott Ho- 
tel. His subject was ‘““The Procedure To 
Be Followed under the New Social Se- 
curity Laws.” The subject was a timely 
one and the members profited by Mr. Van 
Geyt’s presentation and by the discussion 
which followed. 


Los Angeles: 


Topic: “Supervision by the Control- 
ler of All Tax Matters” 

The president of the Control, Mr. H. S. 
Bergstrom of Pacific Financial Corpora- 
tion of California, was the chairman of 
the regular meeting of the Los Angeles 
Control held on October 19 at the Clark 
Hotel. Mr. Rodney S. Durkee, of Lane- 
Wells Company, a former president of 
The Controllers Institute of America, 
briefly outlined what took place at the 
Annual Meeting of The Institute in New 
York. He was a speaker on the program 
of the convention for the second day and 
addressed the symposium which was held 
on “Cooperation Between Controllers and 
Public Accountants.” His paper was pub- 
lished in the October issue of THE Con- 
TROLLER. The chairman of the Program 
Committee of the Control, Mr. Robert E. 
King, of Los Angeles Turf Club, Incorpo- 
rated, presented the subject “Supervision 
by the Controller of All Tax Matters’ in 
a most interesting manner. He was aided 
in his presentation by the Tax and Social 
Security Committee of the Control. A 
round-table discussion followed. In order 
to keep up consistent attendance at meet- 
ings, it was recommended that the presi- 
dent appoint a Committee on Attendance 
to consist of Mr. James T. Durkee, chair- 
man, and Mr. George W. Fay. 


Topic: “Methods of Personnel Selec- 
tion” 

A meeting of the Los Angeles Control 
was held on Thursday evening, November 
16, at the Clark Hotel. The program com- 
mittee for the meeting consisted of Mr. 
Wilson K. Minor, chairman, and Mr. 
Walter E. Pinney. The subject presented 
was “Methods of Personnel Selection,” 
and Mr. Guy Wadsworth, Jr., was the 
speaker. He is personnel manager of 
Southern California Gas Company and a 
member of the Civil Service Commis- 
sion of the City of Los Angeles. Mr. 
Wadsworth is a well-known speaker on 
this subject and all members present were 
interested in his address. 
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Milwaukee: 
Topic: “The Controller’s Relation- 
ship to the Personnel Program” 
The Milwaukee Control held its regu- 
lar evening dinner discussion meeting at 
the University Club on November 9. 
The guest speaker was Mr. Mason W. 
Smith, director of personnel, Marshall 
Field and Company, Chicago. His sub- 
ject was “The Controller’s Relationship 
to the Personnel Program.” The discus- 
sion on “Business Trends and Condi- 
tions” which was previously scheduled 
for this meeting will be held in January. 
President O. N. Lindahl attended this 
meeting, which he addressed briefly. 


New England: 
Topic: ‘Economic and Business Fore- 
casting” 

The third fall meeting of the New Eng- 
land Control held on November 21 at the 
University Club, Boston, was designed 
for controllers who are in process of 
making up their 1940 budgets and for 
others who wish to learn more about the 
methods and uses of forecasting. The sub- 
ject was “Economic and Business Fore- 
casting,” and the speaker was Mr. F. D. 
Newbury, economist, Westinghouse Elec- 
tric and Manufacturing Company, East 
Pittsburgh, Pennsylvania. In that ca- 
pacity he has done outstanding work in 
the development of forecasting methods 
and the study of business cycles. Since 
August, 1938, he has also been manager 
of the New Products Division of the com- 
pany, which is responsible for the study 
and investigation of new lines of activity 
in which the company might be inter- 
ested. During 1934, 1935, and 1936 he 
introduced a flexible budget plan cover- 
ing all operating units. It is needless to 
report that all members present listened 
closely to what Mr. Newbury had to say. 


New York City: 
Topic: “Revision of the Revenue Act” 


More than a hundred members and 
guests attended the November meeting 
of the New York City Control to hear 
Mr. Thomas Tarleau, legislative counsel 
of the Treasury Department, speak on 
“Revision of the Revenue Act.” The meet- 
ing was held on November 16 at the 
Hotel Shelton. Mr. E. B. Nutt, Standard 
Oil Company (New Jersey), president of 
the Control, presided. The meeting was 
under the general direction of The Insti- 
tute’s Committee on Cooperation with 
the Treasury Department and the chair- 
man, Mr. F. G. Hamrick, of the Ameri- 
can Smelting and Refining Company, in- 
troduced the speaker and conducted the 
discussion which followed the address. 


Philadelphia: 
Topic: “The Federal Reserve Bank— 
Its Relation to and Effect upon 
Business” 
Assistant vice-president of the Federal 
Reserve Bank of Philadelphia, Mr. C. A. 





Sienkiewicz, addressed the Philadelphia 
Control at its regular monthly meeting 
on November 2 at the Penn Athletic 
Club. He spoke on “The Federal Reserve 
Bank—Its Relation to and Effect upon 
Business.” His experience of twenty years 
in executive service with the Federal Re- 
serve Bank of Philadelphia has qualified 
him as an outstanding authority on this 
subject. He, further, has achieved distinc- 
tion in the broad field of economic re- 
search. At present he is in charge of re- 
search and statistical work at the Federal 
Reserve Bank of Philadelphia and serves 
also as consultant with the Federal Re- 
serve Board in Washington and with the 
Central Statistical Bureau of the Federal 
Reserve Bank. He is also vice-president 
of the American Statistical Association 
and has lectured extensively at the Uni- 
versity of Pennsylvania, and Temple Uni- 
versity. His address was very informative 
and interesting and was received with a 
great deal of enthusiasm. 


Rochester: 
Topic: “Inventory Valuation and 
Control” 

A round-table discussion on “Inventory 
Valuation and Control” was held by the 
Rochester Control at its monthly meeting 
on November 29 at the Rochester Club. 
Mr. L. S. Callaghan, controller, The Todd 
Company, was the discussion leader. The 
following questions were discussed: “‘Is 
it advisable to buy on a short or long 
term basis?” “If you have enjoyed a 
high turnover record in 1939, do you 
plan to increase inventory in 1940 and if 
necessary reduce turnover?” “Do you 
operate on a standard or actual valuation 
basis?” “Are you using last-in, first-out 
method of valuing inventories?” Mem- 
bers had been asked to consider their 
present problems and to bring their ques- 
tions to the meeting. 

Mr. Roscoe Seybold, vice-president and 
controller of Westinghouse Electric and 
Manufacturing Company, national presi- 
dent of The Controllers Institute of Amer- 
ica during 1939-1940, and a national di- 
rector of the National Association of Cost 
Accountants, addressed a joint meeting of 
the Rochester divisions of these two organ- 
izations on October 11. His subject was 
“Progress in Industrial Accounting’ and 
he covered certain fundamental changes in 
the accounting policy of his company prior 
to January 1, 1939, and proposed changes 
at the present time. His address created 
considerable discussion at the meeting. 


San Francisco: 
Topic: “The Interesting Phases of 
Compensation Insurance” 

At the regular meeting of the San Fran- 
cisco Control on November 16 at the St. 
Francis Hotel, Mr. Edward V. Mills, 
Fireman’s Fund Insurance Company, gave 


454 


a few highlights on the Annual Meeting 
of The Controllers Institute which he at- 
tended on October 9 and 10. A member 
of the Control, Mr. John R. McKee, Cali- 
fornia Casualty Indemnity Exchange, was 
the speaker of the evening. His subject 
was “The Interesting Phases of Compen- 
sation Insurance.” It was announced that 
arrangements were under way for the 
Christmas meeting to be held on Decem- 
ber 14. 


St. Louis: 
Topic: “Something I Have Learned 
About Taxes” 

The regular monthly meeting of the 
St. Louis Control was held on November 
27 at the Missouri Athletic Association. 
The speaker for the evening was Mr. 
Ralph Neuhoff, of the law firm of Neu- 
hoff and Miller. He has had wide experi- 
ence both in law and federal taxes, and 
his subject was “Something I Have 
Learned About Taxes.”’ A discussion fol- 
lowed. 


Committees Appointed by District of 
Columbia Control 


Mr. Humphrey Lloyd, of Washington 
Properties, Inc., president of the District 
of Columbia Control, has appointed the 
following committees to serve the Control 
during the present year: 


Program: Chairman, JOHN Davies, Wood- 
ward & Lothrop; F. H. KENWORTHY, 
Chesapeake & Potomac Telephone Com- 
pany; O. H. RITENouR, Washington Gas 
Light Company. 

Educational: Chairman, Dr. H. W. 
SWEENEY, Farm Credit Administration. 

Membership: Chairman, Haroitp G. 
HayDon, Potomac Electric Power Com- 
pany; R. G. Marx, The Riggs National 
Bank. 

Local Taxation: Chairman, W. R. LITTLE, 
The Evening Star Newspaper Company; 
R. E. HEITMULLER, Acacia Mutual Life 
Insurance Company; R. D. MaArsHALlL, 
Terminal Refrigerating & Warehousing Cor- 
poration. 

Social Activities: Chairman, J. E. 
HEBERLE, Capital Transit Company; F. C. 
Brown, National Geographic Society; LEo 
J. Van Herpe, Securities and Exchange 
Commission. 


The president suggested that at each 
monthly meeting the chairman of each com- 
mittee or a designated member of the com- 
mittee would be expected to make a te- 
port as to the activities of his committee. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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EMPLOYMENT 


Controller—Treasurer—Secretary 


A member of The Controllers Institute 
is available immediately and prefers em- 
ployment in the east. For the past eight- 
een years he has had charge in two manu- 
facturing concerns of general and cost 
accounting, business administration, budg- 
ets, taxes, insurance, and all other mat- 
ters pertaining to the office of treasurer, 
controller, and secretary, and as head of 
a financial department. He is qualified to 
design, install, and supervise a modern 
cost system, is familiar with bonus sys- 
tems, and is well versed in general ac- 
counting and office procedure. A moder- 
ate salary is expected. Address No. 320, 
“The Controller.” 


Cost-Accountant 


Thirteen years with present employer, 
desires change because of reorganization. 
He is an experienced cost accountant, hav- 
ing supervision of department of sixty 
employees, and has handled detailed bur- 
den distribution, standard and job costs, 
budgeting control, incentive payrolls, 
waste records, inventory controls, and rec- 
ords of productive efficiency. His earlier 
experience was in public accounting and 
general accounting with smaller manu- 
facturers. Harvard graduate, 45 years 
old, married—three children. Starting sal- 
ary expected $4,000-$5,000. Address No. 
321, “The Controller.” 


Controller or Assistant Controller 


Available as controller in a medium 
sized company or assistant controller in 
a large company. He would also be in- 
terested in a position as auditor, chief 
accountant, or office manager. During 
the past fourteen years in his position 
with an eastern manufacturing concern, 
he has covered practically the whole field 
of accounting and office management. His 
direct responsibilities embraced billing, 
including pricing and invoice writing; 
customer’s ledger, accounts payable, gen- 
eral accounting, sales statistics, and analy- 
sis. He is 43 years old, married (two 
children) and a university graduate in 
economics and business administration. 
Reorganization in his company makes him 
open to a new connection immediately ; 
$5,000-$6,000 salary in any part of the 
country; is willing to travel. Address 
No. 322, ‘The Controller.” 


Registration Fee To Be Imposed 

Controllers generally should take note 
of the fact that after January 1, 1940, a 
registration fee of $10 will be required 
from applicants for membership in The 
Controllers Institute of America, in addi- 
tion to payment of the first year’s dues, 
$25, making a total initial payment of 
$35. 


LOS ANGELES CONTROLLERS TAKE PART IN 
ACCOUNTING CONFERENCE 


Members of the Los Angeles Control of 
The Controllers Institute of America par- 
ticipated in the program of the first An- 
nual Institute of Accounting sponsored by 
the University of Southern California on 
October 26 at the University. Two mem- 
bers of the Los Angeles Control served as 
chairmen of sessions, Mr. Harry Miller of 
Fibreboard Products, Inc., and Mr. Mil- 
ton G. Kerr, controller of the Union Oil 
Company of California. 

Four other members of the Los Angeles 
Control presented papers or discussions in 
various groups. Mr. Dwight A. Moore, 
controller of the Wilshire Oil Company, 
spoke on ‘‘The Accountant Speaks for Him- 
self” in a general session on the subject 


The organizations which participated in 
this conference were the Los Angeles Chap- 
ter of the California State Society of Cer- 
tified Public Accountants, the Petroleum 
Accountants Society, the Los Angeles 
Credit Men’s Association, the Los Angeles 
Chapter of the National Association of 
Cost Accountants, members of Beta Alpha 
Psi, and the Los Angeles Control of The 
Controllers Institute of America. 

The University of Southern California 
plans to have annual meetings along sim- 
ilar lines. Mr. H. S. Bergstrom, president 
of the Los Angeles Control of The Con- 
trollers Institute of America, has assured 
the University of the continued coopera- 
tion of the Control. 











“Interrelations.” 

Mr. Robert King, controller of the Los 
Angeles Turf Club, Inc., spoke on “Prin- 
ciples and Procedures of Internal Auditing 
and Internal Check—with Special Refer- 
ence to Fraud.” Mr. Wesley Cunningham, 
of the General Petroleum Corporation of 
California, and Mr. D. E. Browne, of the 
Lockheed Aircraft Corporation, both spoke It will be a combined social and tech- 
in the session on “The Activities and Re- nical affair. The program is being ar- 
sponsibilities of the Controller.” ranged. 


Joint Meeting of Dayton and 
Cincinnati Controls 
A joint meeting of the Cincinnati and 
Dayton Controls will be held on Friday, 
April 12, 1940. Plans for this meeting 
have been under way since last spring. 





Statement of the Ownership, Management, Circulation, Etc., Required 
By the Acts of Congress of August 24, 1912, and March 3, 1933 


Of “The Controller” published monthly at Brattleboro, Vermont, for October, 1, 1939. 

State of New York, County of New York, ss. 

Before me, a notary public, in and for the State and county aforesaid, personally appeared 
Arthur R. Tucker, who, having been duly sworn according to law, deposes and says that he 
is the Editor of “The Controller’ and that the following is, to the best of his knowledge and 
belief, a true statement of the ownership, managemen (and if a daily paper, the circulation), 
etc., of the aforesaid publication for the date shown in the above caption, required by the 
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Laws and Regulations, printed on the reverse of this form to wit: 
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The following index of articles and other material which have 
been presented in the columns of THE CONTROLLER in the twelve 
issues published during 1939 is presented with the thought that it 
will facilitate reference and make the material quickly available for 


study. 


A, 
Abbott, C. J. 
Paper—“Control of Inventory Closely 
Tied in With Control of Entire 
Business” 
‘Accountants’ Audit Program, Acceptance of, 
Being Sought” 
Article—Arthur R. Tucker 
“Accounting for Investors: Fundamental Im- 
portance of Earning Power” 
Paper—Jerome N. Frank 
“Accounting Jobs, Training Men for, Done 
Thoroughly by Business” 
Article—John H. MacDonald 
“Accounting Opinions, Two Additional, Issued 
By Securities Commission” 
“Accounting Procedure, Manual of, Sent to 
Stockholders” 
Article—Verl L. Elliott 
“Accounting Records Mute Unless Interpreted 
by Controller” 
Paper—Herbert E. Holt 
‘“Accounting-Trained Young Men, Opportu- 
nities for” 
Article—Roscoe Seybold 
“Audit Program, No Great 
Needed”’ 
Letter—Henry C. Perry 


Changes In, 


B. 
Berle, A. A., Jr. 
Paper—"Economic Program Will be Re- 
drafted in Next Few Years” 
“Budgetary Control, Essentials for,” 
Paper—Frank Klein 
Books Reviewed 
“Accounting Concepts of Profit’ 
by Stephen Gilman 
“Accounting Reports to Stockholders and 
the SEC’ 
by Maurice C. Kaplan, Daniel M. 
Reaugh 
“The Accounting Review, March, 1939” 
“Application of Accounting Rules and 
Standards to Financial Statements” 
by Howard C. Greer 
“Auditing” 
by Ernest Coultier Davies 
“Commercial Banking Reform in 
United States” 
by Leonard L. Walkins 
“The Comptroller General” 
by Harvey C. Mansfield 
“Cost Accounting, Fundamentals and Pro- 
cedures” 
by Clarence L. Van Sickle 
“The Economics of Business Enterprise” 
by Walter Rautenstrauch 
“Employers and Their Greatest Asset” 
by Karl M. Wehinger 





The 


“Federal Income Tax Handbook, 1938- 
1939” 
by Robert H. Montgomery 
“Federal Taxes on Estates, Trusts and 


Gifts” 

by Robert H. Montgomery 
“Federal Tax Practice” 

by Robert H. Montgomery 
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“If Inflation Comes” 
by Roger W. Babson 
“The Interpretation of Financial Statements” 
by Benjamin Graham, Spencer B. 
Meredith 
“The New York City Sales Tax” 
published by New York State So- 
ciety of C.P.A. 
“Papers on Accounting Principles and Pro- 
cedures” 
by American Institute of Account- 
ants 
“Pick Your Job and Land It” 
by S. W. Edlund, M. G. Edlund 
“Practical Budget Procedure’”’ 
by John H. MacDonald 
“The Preservation of Business Records” 
by Business Historical Society 
“Public Relations for Business” 
by Milton Wright 
“Reorganization of the National Govern- 
ment: What Does It Involve?” 
by The Brookings Institute 
“The Risk of Unemployment and Its Effect 
on Unemployment Compensation’”’ 
by James W. Horwitz 
“Streamlined Financial Statements” 
“Taxation and Capital Investment” 
by James D. Magee 
“Trade Associations in Law and Business” 
by Benjamin S. Kirsch 
—_— Are Accepted Accounting Princi- 
ples 
by Howard C. Greer 
Butler, Francis X. 
“Formula for Segregating Taxable In- 
come Under New York Franchise 
Tax" 


C. 


“Capital Expenditures, Control of,” 

Paper—Franzy Eakin 

Central Statistical Board, Nine Recommenda- 
tions Made By, to Reduce Reports 

“Central Statistical Board, United States, Aims 
and Purposes of,” 

Article—Dr. Morris A. Copeland 

“Check of Inventories, Outside, Program for,” 

Paper—E. S. Coldwell 

Cleveland Conference Attended by Two Hun- 
dred Controllers 
Cliffe, F. B. 

Address—“‘Simple Outline for Experi- 
ence Rating Law Now Avail- 
able to States” 

Coldwell, E. S. 
Paper—‘If Outside Check is Needed, 
Here is a Program” 
Colgate Gives Employees Details of Business 
in Forwarding Report 
“Control of Inventory Closely Tied in With 
Control of Entire Business” 
Paper—C. J. Abbott 
“Controller Has Share of Responsibility for 
Fair Industrial Relations” 
Address—Edward V. Mills 
“Controller, Responsibility for Reports, Placed 
On” 
Address—Robert E. Healy 
“Controllers Accept Obligation to Coming Gen- 
eration of Workers” 
Paper—Henry C. Perry 
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“Controllers and Public Accountants, Coopera- 
tion Between” 
Paper—Henry C. Perry 
Controllers and Public Accountants, Relations 
Between, To Be Reviewed 
“Controllers, Are They Doing Good Job in 
Fulfilling Their Responsibilities?” 
Address—Roscoe Seybold 
“Controller’s Duties Questioned by Business 
World” 
Article—Arthur R. Tucker 
“Controllers Study Scope and Form of Reports 
to Management” 
Paper—Oscar N. Lindahl, Myron G. 
Shook, G. T. Zignone 
Controllership Courses Increasing in Colleges 
Extract from Professors’ letters 
Controllership Problems, Case Material On, 
“Budget Reserve Plan” 
“Controller Requests Power to Approve 
Proposed Expenditures” 
“Cost Control: Use of Indirect Labor: Au- 
tomatic Incentive Bonus” 
‘“Keyman Bonus System, Points for and 
Against” 
“Manufacturing Company Develops New 
Controls Over Expenditures” 
“Reducing Cost of Audits by Cooperation 
with Public Accountants” 
“When Portion of Controller’s Duties Is 
Taken Over by Another” 
“Controllership Training For, 
Long Span of Years” 
Paper—J. C. Shumberger 
“Convention Time for Controllers, New York 
City” 
Article—E. B. Nutt 
Copeland, Dr. Morris A. 
Article—'‘Aims and Purposes of United 
States Central Statistical Board”’ 


Must Cover 


Corson, John J. 

Paper—'‘Old-Age Benefits Amendments 

Analyzed” 
“Cost Analysis a Science, But Pricing May be 
Classed as an Art” 
Paper—E. Stewart Freeman 
“Country Will Be Redrafting Economic Pro- 
gram in Next Few Years” 
Paper—A. A. Berle, Jr. 
Covert, Vine F. 

Paper—"‘Internal Auditing Procedure of 
Westinghouse Company De- 
scribed” 

“Currency Restrictions, Effect on Reports of,” 

Question and Answer—Robert E. Healy 





D. 
Darin, D. A. 
Address—'‘What a Banker Thinks of In- 
ventory and Other Items of 
Statement” 


“Decisions of Interest, More Current” 


Article—G. Kibby Munson 


“Definition of Jobs, Standardization of Wages, 


Build Morale” 
Paper—Edward V. Mills 





“Depreciation Reserves, Liquidity of,” 
Paper—Roscoe Seybold 
“Disbursement of Funds, Safeguarding” 
Article—Henry D. Minich 
“Disbursements, Operating, Internal Control 
of. 


Paper—Louis G. Rowe 
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“Dividend Paid Credit,’ Question Concerning 
Durkee, Rodney S. 
Paper—‘What Is Expected of the Inde- 
pendent Auditor?” 
Duties of Controller, Article on, Like by Stu- 
dents 
Letter—Professor John H. Shields 


E. 
Eakin, Franzy 
Paper—‘“‘Control of Capital Expendi- 
tures” 
“Economic Changes, War Time, Business Ex- 
pectations of,” 
Paper—Murray Shields 
Eighth Annual Meeting, to Be Addressed by 
Secretary Frances Perkins 
Elliott, Verl L. 
“Manual of Accounting Procedure Sent 
to Stockholders” 
Elstob, Frederick C. 
Article—“Controller Just Back From 
Europe Believes There Will 
Be No Wat” 
“Employee’s Report, From and Procedure For 
Recording Hours Worked” 
Article—L. W. Jaeger 
“Engineer in Controller's Department, Sound 
Internal Audit, Recommended” 
Article—J. Calvin Shumberger 
“Experience Rating Law, Outline For, Avail- 
able to States” 
Address—F. B. Cliffe 


F. 
Farrier, C. W. 
Address—‘‘Television’s Advent Marks 
Opening of New Economic 
Era” 
Fictitious Rate of Pay Subject to Penalties 
“Financial Statements Must Vary in Form to 
Serve Specific Purposes” 
Article—John C. Naylor 
“Financial Statements, Outline for Making More 
Illuminating” 
Address—L. M. Nichols 
“Fixed Rate Payroll Problem, One Answer To” 
Article—Raymond M. Stearns 
“Flexibility of Management Denied by Govern- 
ment Regulation”’ 
Address—Henry C. Perry 
“Formula for Determining Carry-over Under 
Section 27(c) of the Revenue Act of 1938” 
Frank, Jerome N. 
Paper—'‘Accounting for Investors: 
Fundamental Importance of 
Earning Power” 
Freeman, E. Stewart 
Article—‘‘Cost Analysis a Science, But 
Pricing May Be Classed as an 
Art” 





G. 
Greeley, Horace Dudley 
Paper—‘‘Recent Decisions and Rulings 
on Utility Depreciation” 


i: 


Headlee, C. E. 
Paper—‘What Westinghouse Does to 
Control and Check Inventories” 
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Healy, Robert E. 
Address—'‘Responsibility for Adequate 
Reports Placed Squarely on 
Controllers” 
Healy’s, Robert E., Address Important to Con- 
trollers 
Holt, Herbert E. 
Paper— ‘Accounting Records Mute Un- 
less Interpreted by Controller” 


I. 
Improvement of Methods Depends on Initiative 
of Controllers 
Inquiry by the SEC and replies 
“Independent Auditor, What Is Expected of, ?” 
Paper—Rodney S. Durkee 
“Industrial Accounting, Progress in,” 
Address—Roscoe Seybold 
“Industrial Financing, Controller's Viewpoint 
on,” 
Paper—Henry C. Perry 
“Internal Audit, Essential of,” 
Address—Robert E. King 
“Internal Auditing Procedure of Westinghouse 
Company Described” 
Paper—Vine F. Covert 
“Inventory and Other Items 
What a Banker Thinks of,” 
Address—D. A. Darin 
“Inventorying, Last-In, First-Out, Takes Care 
of Wide Fluctuations”’ 
Memorandum—Committee on Coopera- 
tion with the Treasury 
Department 


j. 
Jaeger, L. W. 
Article—‘Form and Procedure for Re- 
cording Hours Worked by 
Employees” 
Jordan, Dr. Virgil 
Address—‘‘Powerful Resurgence of En- 
terprise Must Come Soon” 


of Statement, 


K. 
King, Robert E. 
Address—"‘Essentials of Internal Audit’’ 
Klein, Frank 
Paper—"Essentials for Effective Budget- 
ary Control” 


2. 
Langston, James T. 
Article—‘‘Provisions of Social Security 
Act as Amended” 
“Let Us Build Greater Institute, for Wider 
Service” 
Address—Oscar N. Lindahl 
Lindahl, Oscar N. 
Paper—‘‘Controllers Study Scope and 
Form of Reports to Manage- 
ment” 
Address—‘‘Let Us Build Greater Insti- 
tute for Wider Service” 
Lines of Business in Which Members of The 
Institute Are Grouped 


M. 
“Managing Director’s Report, Comments on,” 
Article—Edward V. Mills 
McAninch, G. D. E. 
Paper—‘‘Is Not Capable Service to 
Management Equally Valuable 
to Stockholders ?” 
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MacDonald, John H. 

Article—‘Training Men for Key Ac- 
counting Jobs Done Thor- 
oughly by Business” 

Mills, Edward V. 

Address—‘‘Controller has Share of Re- 
sponsibility for Fair Industrial 
Relations” 

Paper—'‘Definition of Jobs, Standard- 
ization of Wages, Build Mo- 
rale”’ 

Minich, Henry D. 

Article—‘'Safeguarding Disbursement of 
Funds”’ 

More Than Official Announcement to Em- 
ployees Required by Administrator 
Munson, G. Kibby 

Article—‘More Current 
Interest” 

Article—"‘Supreme Court Leaves Unset- 
tled Question of Taxing Gains 
From Stock Deals” 

Article—‘Treatment of Capital Write- 
Downs Discussed by SEC De- 
cisions” 

Article—“Value Based on Earnings and 
Other Principles in Recent De- 
cisions”’ 


Decisions of 


N. 
Naylor, John C. 

Article—‘‘Financial Statements Must 
Vary in Form to Serve Spe- 
cific Purposes”’ 

Neff, Harold H. 

Paper—'SEC Making Progress in Re- 
vision of Ruled Affecting Reg- 
istration” 

New Members Elected to Institute in One Year 
—206 
Nichols, L. M. 

Address—“‘Outline of Suggestions for 
Making Financial Statements 
More Illuminating” 

Nutt, E. B. 

Article—"‘Convention Time for Control- 
lers, October 9 and 10, New 
York City” 


O. 
Officers and Directors Elected by Controls for 
1939-1940 
Officers and Directors of The Institute, Newly 
Elected for 1939-1940 
“Old Age Benefits Amendments Analyzed” 
Paper—John J. Corson 


iP 
Pacific Coast Conference Unites Controllers of 
Far West 
Palmer, Ernest O. 
Article—‘‘Controversial Matters in Tax- 
ation of Income” 
Perry, Henry C. 

Paper—‘Controllers Accept Obligation 
to Coming Generation of Work- 
ers 

Address—‘‘Controller’s Viewpoint on 

Industrial Financing” 

Paper—'‘Cooperation Between Control- 
lers and Public Accountants” 

Address—"‘Flexibility of Management 

Denied by Government Reg- 
ulation” 
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Index—1939 








Letter—'‘No Great Changes in Audit 
Program” 
Policies and Objectives of Institute Described 
in Planning Committees Report 
“President’s Address Tells of Progress Made 
by Controllership”’ 
Statement—Roscoe Seybold 
“Price Parities as a Gauge of Income” 
Paper—Norman J. Silberling 
“Product Profitableness,’” Group Conference on 
Property Records, Procedure for Maintaining 
Proxy Forms, New, Information Required In, 
Called Repititious and Confusing 
Proxy Notice, Standard Form of, Described 
“Public Accountants Recommend Extending 
Auditing Procedures” 
Report—Special Committee 
“Public Auditors, Responsibility of to Third 
Parties, Defined by Courts” 
Statement—George W. Tucker 


R. 


Report, Controller’s, to Board 

“Resurgence of Enterprise Must Come Soon” 
Address—Dr. Virgil Jordan 

“Revenue Act—1938” 
Paper—Henry W. Sweeney 

Revenue Act, New, Many Institute Recom- 

mendations Incorporated In, 

Rowe, Louis G. 

Paper—"The Internal Control of Op- 
erating Disbursements” 


AY 


“SEC Making Progress in Revision of Rules 
Affecting Registration” 
Paper—Harold H. Neff 
SEC Registrations, Cards Covering, Available 
“Service to Management, Equally Valuable to 
Stockholders ?” 
Paper—G. D. E. McAninch 
Seybold, Roscoe 
Address—‘Are Controllers Doing a 
Good Job in Fulfilling Their 
Responsibilities ?”’ 

Paper—" Liquidity of Depreciation Re- 
serves” 

Article—‘‘Opportunities for Accounting- 
Trained Young Men” 

Statement—'‘President’s Address Tells 

of Progress Made by Con- 
trollership” 

Address—‘‘Progress in Industrial Ac- 

counting” 
Shields, Murray 

Paper—‘‘What Business May Expect in 
Way of War Time Economic 
Changes” 

Shook, Myron G. 

Paper—‘“Controllers Study Scope and 
Form of Reports to Manage- 
ment” 

Shumberger, J. Calvin 

Article—“Engineer in Controller’s De- 
partment Sound Internal Audit 
Recommended” 

Paper—'‘Training for Controllership 
Must Cover Long Span of 


Years” 
Significant Sentences from Address by Healy 
Silberling, Norman J. 
Paper—'‘‘Price Parities as a Gauge of 
Income” 
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84 


34 


349 
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47 


140 


— Security Act, as Amended, Provisions 
of, 
Paper—James T. Langston 
Social Security Taxes, Newly Enacted, Some 
Retroactive” 
Stearns, Raymond M. 
Article—“One Answer to Fixed Rate 
Payroll Problem’ 
Stock Exchange Recommends Greater Respon- 
sibility for Controller 
Sweeney, Henry W. 
Paper—'‘‘Revenue Act—1938” 


F 


Tax Law of the State of New York, The, 

Tax Structure Changes, Recommended by Insti- 
tute Committee on Cooperation with the 
Treasury Department 

“Taxable Income, Formula for Segregating, Un- 
der New York Franchise Tax” 

Statement—Francis X. Butler 

“Taxation of Income, Controversial Matters 
In,” 

Article—Ernest O. Palmer 

“Taxing Gains from Stock Deals, Question of 
Left Unsettled by Supreme Court” 

Article—G. Kibby Munson 

“Television’s Advent, Opening of New Eco- 
nomic Era” 

Address—C. E. Farrier 

Tightening of Enforcement of Wage Act Ex- 
pected 

Treasury Department, Committee on Coopera- 
tion with, 

Memorandum—‘‘Last-In, First-Out, In- 
ventorying Takes Care 
of Wide Fluctuations” 
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Tucker, Arthur R. 
Article—‘‘Acceptance of Accountants’ 
Audit Now Being Sought” 
Article—“‘What are Controller’s Duties ? 
Business World Wants to 
Know” 
Tucker, George W. 
Statement—'‘Responsibility of Public 
Auditors to Third Parties 
Defined by Courts” 


U. 
“Utility Depreciation, Recent Decisions and 
Rulings on” 
Paper—Horace Dudley Greeley 


V. 


‘Value Based on Earnings and Other Principles 
in Recent Decisions”’ 
Article—G. Kibby Munson 
Vinson Act, Accounting Treatment of Sums 
Repaid to Government, Under 


W. 
“Westinghouse Company’s Control and Check 
Inventories” 
Paper—C. E. Headlee 
“Write-Downs, Treatment of Capital, Dis- 
cussed by SEC Decisions” 
Article—G. Kibby Munson 


Li; 
Zignone, G. T. 
Paper—"Controllers Study Scope and 
Form of Reports to Manage- 
ment” 
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“Every department 


needs [ONG DISTANCE” 


Lone Distance telephone service is so successfully 
employed in sales work that executives sometimes forget 


its adaptability to many other business functions. 


A good example of the all-around usefulness of Long 
Distance is the Florida Pipe & Supply Company, Inc., of 
Jacksonville, which distributes pipes, valves, plumbing 
and mill supplies throughout the Southeast. 


The Secretary-Treasurer of the company reports: 
“Every department in our organization has a particular 
need for Long Distance,” and lists some examples which 


are reprinted at the right. 


Each of these paragraphs illustrates a practical appli- 
cation of Long Distance. It will pay you to 

read them— just as it will pay you to use 

this modern service. 


SALES. “An urgent inquiry 
from a packing plant in south- 
ern Florida necessitated our 
having a representative there the 
following morning at 9 o’clock, 
to submit a quotation on a large 
order. We telephoned our sales- 
man nearest the plant, and gave 
him the necessary information. 
He arrived in time to compute 
costs and submit a detailed bid. 
Our firm got the order, and 
added this company to our list 
of regular customers — thanks 
to the telephone.” 


SERVICE. “We use Long Dis- 
tance to notify customers of 
price changes — enabling them 
to take advantage of such 
changes immediately. This pro- 
duces additional sales, and 
good will. Regular customers 
are also notified by telephone of 
specially attractive offers — 
which means more orders, and 
prevents loss of business to 
competition.” 


OPERATIONS. “Daily at 
noon, a telephone connection is 
established between our head- 
quarters at Jacksonville and our 
branch at Orlando. All impor- 
tant matters are discussed—and 
the cost of constant visits to the 
branch is saved.” 


TRAFFIC. “Our different divi- 
sions are served by our own de- 
livery trucks. Recently, we had 
a delivery to make in Atlanta, 
but did not have a full load. A 
Long Distance call resulted in 
a $500 order, and made up a full 
load for the truck. The cost of 
the call was $2.25, and besides 
making a profit on the order, 
we saved on the cost of deliver- 
ing the first order.” 


COLLECTIONS. “We have 
found that a personal telephone 
call to the customer will bring 
the best results. Misunderstand- 
ings can be diplomatically 
cleared up, and some definite 
promise to pay obtained.” 


Dy NOEL Spee Dee 
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